
This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 
to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 
to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 
are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other marginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 
publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing this resource, we have taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 

We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain from automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attribution The Google "watermark" you see on each file is essential for informing people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liability can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 



at |http : //books . google . com/ 



WE;5Lm OF LABOR 



FRAJ^K LOOmiS P/ILMER 




Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 







THE WEALTH OF 
LABOR 



BY 

FRANK LOOMIS PALMER 



NEW YORK 
THE BAKER AND TAYLOR CO. 

5 & 7 EAST SIXTEENTH ST. 



Digitized by 



Google 







(^^V^. /^^ /l^ 7l*x^^^5 



Copyright, 1894, 
By Frank Loomis Palmer. 



All rights reserved. 



THC DEVINNE PRESS. 



Digitized by 



Google 



CONTENTS. 



PAGB 

Introduction ix 

CHAPTER I. 
The Necessity of a New Statement i 

CHAPTER II. 
Exchange in Primitive Communities 9 

CHAPTER III. 

The Experimental Exchanges of a Student of 
Bastiat in these Primitive Communities 40 

CHAPTER IV. 
Maintaining the Profit of Exchange 57 

CHAPTER V. 

Various Systems that Distribute and Equalize 

the Profits of Labor 82 

vii 



Digitized by 



Google 



viii Contents, 

CHAPTER VI. 

PAGB 

The Consideration of Capital and Capitalization 
BEFORE A Final Deduction can be Made... . 115 

CHAPTER VII. 

Exchangeable Value in a Community Determined 
BY THE Cost of Labor to Obtain in Produc- 
tion 123 

CHAPTER VIII. 
Deductions 161 

CHAPTER IX. 
Opinion 174 



Digitized by 



Google 



INTRODUCTION. 



The wealth of labor cannot be determined 
by the wealth pf nations. China, during a long 
period one of the richest of nations, was no- 
torious for the poverty of its labor, and many 
countries in the poverty of their youth have 
been conspicuous for the wealth of their labor. 

The wealth of both a nation and its labor, in 
so far as they maybe determined by international 
exchange, after nearly a century of active and 
passionate discussion, are still problems. One 
not familiar with the subject, reviewing this con- 
troversy, would suppose that the fundamental 
principles of it must be so generally known and 
well understood that they need seldom be re- 
ferred to, and would be greatly surprised that 
history instead of mathematics should com- 
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X Introduction, 

monly be relied upon in calculating the profit 
of exchange of an advantage of production. 

Even the more impartial investigators in this 
department of political science, in pointing out 
the effects of inducing labor into occupations 
that it would not naturally engage in, frequently 
overlook that labor in consequence is induced 
out of ^ther occupations, thus calculating the 
profit or loss of exchange caused by increasing 
the production of some commodities without 
reckoning that caused by diminishing the pro- 
duction of others. They commonly represent 
a community's loss by the greater amount of a 
commodity that its labor producing it might 
obtain of it by working in some other and ex- 
changing elsewhere, when perhaps the attempt 
to exchange more of this other commodity 
might reduce its value and prevent its ex- 
change at any profit. 

Moreover they make final deductions without 
having noticed that an occupation may be of 
less advantage than some others in the same 
community, and labor require inducements to 
engage in it, and still be one of great advan- 
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Introduction. x i 

tage compared with the same occupation in 
other communities; or without having consid- 
ered that which is still more important to the 
labor of a favored community, — the variation 
in its share of its products that takes place with 
variation in its production of commodities in 
which its advantage depends upon a difference 
in rent for equal privileges compared with other 
communities. Therefore broader conclusions 
have been reached than have been established, 
which might have been otherwise if the profit 
of exchange had been uniformly calculated in 
the value of labor. 

Except upon the assumption that it has not 
been made sufficiently clear that labor reduces 
the value of all its products to their value in labor 
(that is, tQ the cost of labor to obtain in produc- 
tion) and that it is precisely upon this account 
that it may be usefully employed as the stan- 
dard of value, it would be difficult to account for 
the apparent inconsistency of Adam Smith and 
other economic writers who have accepted and 
promulgated his doctrine of labor, which declares 
that labor is " the universal agent in the pro- 
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duction of wealth," and " the only universal and 
only accurate measure of value/* and " the only 
standard by which we can compare the value 
of different commodities at all times and in all 
places/' yet by their works have shown little 
evidence of faith in this monotheistic creed they 
have publicly professed. Instead of rearing the 
superstructure of economic science by the one 
measure employed in laying this secure founda- 
tion, they have allowed the profit of stock and 
rent of land to occupy places on the throne with 
labor, and, wandering from the true faith, ap- 
pear to have built awry under the government 
of this triumvirate. 

If labor is " the universal agent '' in the pro- 
duction of wealth — and it is at least wholly un- 
like all others that in any way extend or limit 
its power to produce or obtain it — labor may 
be considered to be the creator or producer of 
wealth, and all othdr agents as conditions of 
production and exchange under which labor 
produces and obtains " the necessaries, conve- 
niences, and amusements of human life.*' The 
power of labor to command these is variable, 
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and some of them of the greatest value have no 
value in labor; therefore labor cannot measure 
this real value ; on the contrary, the real value 
of labor is measured by its power to command, 
in some proportionate amounts, all of them. 

One is induced to produce wealth by a desire 
to obtain it, and the relative value of the vari- 
ous commodities that one labors in production 
to obtain is determined by the proportionate 
cost of labor to obtain them, for one will pro- 
duce that proportionate quantity of each that 
will maintain them all at this proportionate 
value to him. It is evident he would not pro- 
duce those of less value than they would cost 
in labor, and if any were of greater value would 
produce exclusively the one of greatest. Labor 
may be purchased for an amount of wealth al- 
ready produced equal to that that it obtains in 
production, and it could not be bought for less, 
and if it could exchange for more would cease 
to obtain in production altogether; therefore 
the value of labor's products in labor is also 
determined by the cost of labor to obtain them 
in production, so that at every point of pro- 
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duction the exchangeable value of the different 
commodities produced there will be proportion- 
ate to the cost of labor to obtain them in pro- 
duction there, and will command an equal 
value of labor there (otherwise labor shifts 
occupations). But as labor at different points 
of production must obtain under different con- 
ditions of exchange (for " the necessaries, con- 
veniences, and amusements of human life "), the 
value of the products of labor that exchange 
between them is proportionate to the cost of 
labor to obtain in production and exchange 
(otherwise labor shifts locations). 

Labor thus marks the value of all its pro- 
ducts in the cost of labor to obtain, and those 
commodities that will not sell at this price it re- 
fuses to produce, and those that will command 
more it produces in quantities sufficient to re- 
duce them to this value. 

This fundamental law, absolute with respect 
to individual laborers and operative with re- 
spect to all labor, is modified by natural and 
artificial impediments to the effective competi- 
tion of labor for the privilege of obtaining under 
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Introduction, xv 

the most favorable conditions of production and 
exchange, and these impediments prevent the 
equalization of the standard of all labor of the 
same quality of all communities. In communi- 
ties where labor is free to shift occupations re- 
sistance to this law must be ineffectual, and 
nations can rely upon it to determine the ex- 
changeable value of the products and equalize 
the wages of its labor. 

When labor in production obtains only a part 
of the wealth it produces, the exchangeable 
value of labor's share is equal to the value of 
the labor required to produce the whole, and 
the exchangeable value of the other share or 
shares (interest and rent) is also proportionate 
to the cost of labor to obtain its share ; there- 
fore the exchangeable value of the products of 
labor is not proportionate to the amount of 
labor it requires to produce them, but to the 
cost of labor to obtain the share that labor re- 
ceives of them; and the cost of labor to obtain 
its share is determined by the more or less fa- 
vorable conditions of production and exchange 
under which it obtains it. 
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Labor may be considered the only cost of 
production. Interest and rent represent con- 
ditions of production that affect the cost of 
labor to obtain and the exchangeable value of 
commodities precisely the same as other equally 
more or less favorable conditions would do; 
therefore these two impsissive sharers in the 
products of labor must be allowed to take their 
proper place among, and be examined with, all 
the other more or less favorable conditions under 
which labor obtains its commodities. 

Upon this plan of inquiry a difference in the 
real value of the same quality of labor in differ- 
ent communities will represent the comparative 
wealth of labors and must be wholly due to a 
difference in the conditions of production and 
exchange under which the labors compared ob- 
tain " the necessaries, conveniences, and amuse- 
ments of human life," so that the wealth of any 
particular labor will depend upon its more or 
less favorable conditions of production and ex- 
change. 

More favorable conditions of production in 
one community will give to its labor advan- 
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tages which will make it possible for it to ex- 
change elsewhere at a profit of labor. Making 
allowance for transportation, the difference in 
the cost of labor to obtain in production the 
same commodity represents the profit of its 
exchange, and this commodity of advantage in 
one community, when exchanging elsewhere 
for a commodity in which both communities 
have equal advantage, may under different cir- 
cumstances be valued at the cost of labor to 
obtain it in either community, and consequently 
the other community reap the whole profit of 
its isxchange; or it may be valued anywhere 
between these extremes with a corresponding 
division of the profit, and its exchangeable value 
will be determined by the proportionate com- 
petition of different communities for the profit 
of its exchange. When two commodities are 
exchanged, one of advantage in one community 
and the other of advantage in the other, as the 
profit of exchange of each advantage is entirely 
independent of the other, the amount that either 
community will reap of the profit of exchange 
of each will also depend upon the proportionate 
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competition for the profit of exchange of each, 
and it may be the same or reversed with respect 
to both, so that it is possible that the whole 
profit of exchange may be reaped by either 
party to it or by both in any different propor- 
tions according to the circumstances. 

The share that a community will reap of the 
profit of exchange of its own advantages will 
depend upon the amount of its labor that is 
competing for it. 

As commodities of greatest advantage will ex- 
change elsewhere with the greatest profit, labor 
must produce them to the extent of reducing 
their value and profit of exchange before it will 
engage in occupations of less advantage. In 
order to maintain the profit of exchange of these 
commodities of advantage their production must 
be limited to that quantity that will exchange 
with the greatest total profit of labor. To accom- 
plish this labor must be induced to enter occupa- 
tions of less advantage ; not occupations of less 
advantage compared with the same occupations 
in other communities, for that would unneces- 
sarily reduce its profit of exchange of the ad- 
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vantages of other communities, but of less ad- 
vantage compared with other occupations in the 
same community. Labor can only be induced 
into occupations of less advantage by equalizing 
its profit in them to its greater profit in other 
occupations. Equalizing the profits of labor 
in different occupations in order to maintain 
the profit of exchange is a means for the 
division of that profit with the labor engaged 
in those occupations that could not share it 
otherwise. 

By comparing equal labor in various occupa- 
tions in the same and different communities 
under various conditions of production and ex- 
change, and by showing suitable examples, the 
writer endeavors to elucidate some of the prin- 
ciples of exchange. 

Assuming the conditions of production in two 
communities to be equally favorable with re- 
spect to all commodities except one, one can 
readily see an advantage of production in such 
bold relief that the competition of labor of both 
communities for the profit of that advantage 
can be carefully examined and the results accu- 
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rately measured. By varying the conditions of 
exchange or the proportionate competition in 
the different communities all the principles of 
the exchange of an advantage should be dis- 
closed. 

The confidence of the writer in the capability 
of this method of showing the principles of ex- 
change by no means extends to his presentation 
of the subject, and the value of it must not be 
determined by the study here outlined, which 
was entered upon with more hope than expec- 
tation. 

Before proceeding far it developed that the 
only competition a nation need limit or protect 
itself against was the competition of its own la- 
bor for the profit of the exchange of its own 
advantages. The profit of exchange of an ad- 
vantage of production was found to depend 
upon the amount of competition engaged in it, 
and it further appeared that if the advantage 
was one capable of capitalization, as most nat- 
ural ones are, the share of labor in the ad- 
vantage itself depended upon the same circum- 
stance, for the same competition that would 
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reduce the profit of exchange would also in- 
crease the capitalization of the advantage. 

It was also made clear that that part of the 
advantage that became capitalized would be 
maintained by the community under any cir- 
cumstances; therefore it followed that the in- 
terest of labor in limiting competition in its ad- 
vantages of production was very much greater 
than that of the community itself. So that, in 
the endeavor to learn from examples under 
what circumstances the wealth of a favored na- 
tion could be maintained, the essential condi- 
tions disclosed proved to be of far greater value 
for the maintenance of the wealth of its labor. 

The demonstration of surprising truth is at 
first considered to be ingenious fallacy. No 
false step will appear in the onward march from 
the premises, but, arriving at such unexpected 
conclusions, one feels that he has been skilfully 
guided in the path of error; if the following 
examples are in any degree fallacious no claim 
of ingenuity can save the author from disap- 
pointment, for they were not devised to illus- 
trate any preconceived notion or belief, but to 
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disclose and establish the truth. As some things 
that they appear to show to be true are disap- 
pointing as well as unexpected, if they prove 
to be error the author will have no room for 
wounded pride in the light of more agreeable 
truth. 

Frank Loomis Palmer. 
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THE WEALTH OF LABOR. 



CHAPTER I. 

THE NECESSITY OF A NEW STATEMENT. 

Intuition, the most common resource of 
mankind when science has not established prin- 
ciples upon which it can base opinion, has settled 
it in the minds of many people of this country 
that our improved standard, as compared with 
other countries, is principally due to our pro- 
tective policy. Many others, taking the ground 
that wealth cannot be created by law (and over- 
looking the fact that law can appropriate and 
conserve it), very properly have maintained 
that it is all due to our natural and other ad- 
vantages, and that the meddlesome tariff has 
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2 The Wealth of Labor. 

simply prevented the most economical and equi- 
table distribution of them. Science has de- 
clared, to quote Mr. Lunt, " that international 
exchanges of commodities take place only when 
economy of production would thereby be pro- 
moted/' and economists (alive to the advantages 
of exchange, but dead to the unequal profit of 
it) have assumed therefrom that unlimited ex- 
change must benefit every community that 
adopts it, and they have looked with wonder 
upon a country with wealth enough to permit so 
high a standard with such a fatal policy. Stu- 
dents and professional men, most familiar with 
these writers, with little resistance have accepted 
their conclusions. On the other hand, we have 
a great part of the industrial world, with a more 
powerful instinct than argument for protection, 
supporting an accidental, aimless, and undefined 
policy of it as best they may with any evidence 
they can collect. 

At the close of Mr. Reed's speech against the 
Wilson Tariff Bill, after the deafening applause 
had subsided, Mr. Crisp, conceding that the 
cause of protection had just been presented by 
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The Necessity of a New Statement. 3 

its ablest advocate, justly denied that any proofs 
had been furnished in support of the statement 
that the prevailing high wages in this country 
were due to the protective system, and then, 
employing the same unscientific method of ar- 
gument, proceeded to demolish the position of 
his adversary. He declared that the Aldrich 
report showed that in fifteen non -protected in- 
dustries the wages of working-men had been 
increased, while wages in the same number of 
protected industries had been reduced. The 
wages of protected and non-protected indus- 
tries have frequently been compared, and by 
no less a personage than Mr. Gladstone, to 
show that protection does not increase wages. 
Whoever compares the wages of different oc- 
cupations in the same community to show that 
protection does or does not increase wages 
(even having the advantage, over those who 
have already done so, of knowing which oc- 
cupations are the protected ones) demonstrates 
only that he himself has not considered the fol- 
lowing primary law of labor-exchange: That 
with labor free to shift occupations, no system 
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4 The Wealth of Labor, 

can maintain higher wages in one employment 
than in another for the same quality of labor. 

Later in the debate, Mr. Wilson (of West 
Virginia) said : " We are trying an experimeiity 
whether in God's name we can establish a 
country where every man bom into it can raise 
himself to a degree of ease and comfort, and 
not be compelled to live a life of degrading toil 
for the mere necessities of existence.*' 

A member from Massachusetts, in the heat 
of controversy, inquired of a member from New 
York : " If all manufactured goods were offered 
a free gift, would it be desirable for this coun- 
try to accept them?" and the member from 
New York, uncertain about the matter, refused 
to answer. The member from Massachusetts 
thought he knew, and replied to his own ques- 
tion with great unction, that it would be the 
greatest curse he could conceive of. 

The hopeless error of some, the confusion of 
many, and the uncertainty of all, concerning 
these economic questions, the proper under- 
standing of which is so important to our wel- 
fare, suggests that some different method might 
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profitably be employed in the examination of 
the principles that underlie this subject, some 
further knowledge of which seems absolutely 
necessary before any other than an experimen- 
tal policy can be adopted. 

Mr. Carr says : " I am a convinced free-trader. 
Protection is to me an economic heresy, the fraud 
and folly of which are capable of mathematical 
demonstration; and yet throughout the length 
and breadth of this vast continent one is almost 
daily brought face to face with facts that seem 
to give the lie to the soundest and most uni- 
versally accepted axioms of political economy." 
Mr. Reed says : '* The fact that the subject is 
still before the people shows that the last word 
has not yet been said, and that the subject has 
not yet been exhausted or understood.'* 

Mr. Lodge, in his recent masterly address to 
the Senate, found no better definition for pro- 
tection than : " The protectionists* theory is to 
discriminate by duties in favor of every article 
which can be grown or manufactured in the 
protected country in sufficient quantities for 
the use of the people." 
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6 The Wealth of Labor. 

If protection must find support upon this 
definition of its principle, which would reduce 
most countries guided by it to extreme pov- 
erty, it is a lost cause, for there are but few 
commodities that could not be grown or manu- 
factured in almost any country that was willing 
to waste its labor upon commodities in which it 
had great disadvantages of production, instead 
of exchanging for them. 

If no better definition for protection than 
this, which ignores all profitable exchange of 
commodities, can be found by such able advo- 
cates, and there still be any value in the prin- 
ciple, then who can doubt that the principle 
itself has not been understood, and that there 
are missing links in the chain that the econo- 
mists have wrought? The attempt to supply 
these missing links may be an ambitious task, 
but failure will leave one in such good company 
that it is worth a trial. It is important at the 
outset to determine the problem we have to 
solve. 

Mr. Wilson said in his speech : " I agree with 
the gentleman from Maine [Mr. Reed], that the 
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question of general welfare and the question of 
general wages of working-men are, after all, the 
vital questions in this controversy/' 

It is always a fortunate circumstance to find 
adversaries in perfect agreement upon one vital 
point, and it is particularly so in this case, as 
our question is reduced to a problem of labor ; 
and if, in pushing our inquiry in labor's cause, 
capital at times should demand a hearing, we 
may refuse her audience on the ground that 
we are considering only the wealth of labor. 

The wage of working-men is thought by 
many to be a subject apart from the remunera- 
tion for the services of all men ; but if in a com- 
munity any given quality of labor or service 
bears a definite relation to all other service, and 
if remuneration for these various services is pro- 
portionate to their different qualities, then the 
wages of labor include all income that every in- 
dividual in a community receives, except rent 
and interest; therefore the subject is of direct 
importance to all who do not depend for sup- 
port wholly upon rent and the interest of ac- 
cumulated capital. 
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Although the question is still before us as to 
what the policy of exchange must be, under 
various circumstances, to maintain the highest 
standard of labor in a community, labor will be 
found united upon the following definition of 
that standard ; namely, the greatest quantity of 
the most desirable commodities with the least 
amount of labor or service. These commodities 
that may be obtained by labor or service are 
the wages of labor ; therefore that labor which 
obtains the greatest amount of these commod- 
ities for a given amount of labor receives the 
highest wages, and is commonly called dear la- 
bor. Labor which obtains the smallest amount 
of these commodities for a given amount of la- 
bor receives the lowest wages, and is commonly 
called cheap labor. Therefore the quantity of 
these commodities that can be obtained for a 
given amount of labor or service determines the 
wages of that labor, and also represents the 
standard of living that that labor can maintain. 
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CHAPTER II. 

EXCHANGE IN PRIMITIVE COMMUNITIES. 

Our subject seems to require islands the 
better to illustrate it, and I have found a group 
An the ocean of hypotheses that I desire the 
reader to investigate. Two of these islands 
were of considerable area, and each was capa- 
ble of sustaining a population many times 
greater than the present inhabitants of both. 
Consequently land had not as yet become of 
value, and we are not forced to take into con- 
sideration the factor of rent. They lay in close 
proximity. The soil of one was poor, and this 
we will name Barren Island; the soil of the 
other was excellent, and we will call it Fertile 
Island. 

The people of these islands at the time of 
discovery had no intercourse with one another, 
9 
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but they were a like people, possessed of the 
same habits and acquirements, each consuming 
the same quantity of food and shelter. (It 
must be kept in mind that under this term 
"shelter'* is included every commodity ob- 
tained by their labor and made use of by 
them, except food.) The people of both isl- 
ands were naturally anxious to obtain, with 
the fewest hours of work, the products of labor 
which they felt it necessary to have, and \yere 
equally ready to stop labor when their stint was 
accomplished. All the conditions of life of these 
two peoples were the same except in the one 
important difference of the fertility of the soil. 
On Barren Island a man working twelve 
hours a day supplied the needs of himself and 
family. He was obliged to work six hours per 
day to supply himself with shelter, and six 
hours' additional work was necessary to obtain 
the food he required; Some worked exclu- 
sively in shelter, others exclusively in agricul- 
ture, and exchanged with one another food and 
shelter proportionate to the cost of labor to 
obtain them. The equal exchange in the same 
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community of that quantity of different com- 
modities that may be obtained by equal labor 
there, perhaps one may for a moment doubt. 
If Long Island Sound were our only source of 
supply for the uncultivated clam and oyster, 
and one man in one day could obtain two 
bushels of clams and another man by equal 
labor could obtain one bushel of oysters, it 
would be found that they would exchange on 
the basis of two bushels of clams for one bushel 
of oysters, and at the market the same sum 
would purchase two bushels of clams that was 
required to purchase a bushel of oysters. 

Suppose that on the Pacific coast native oys- 
ters were more plentiful than clams, and that a 
man by equal labor could obtain twice as many 
oysters as clams : with no other source of sup- 
ply, or with no other market, who will doubt 
that over there two bushels of oystfers would 
exchange for one bushel of clams, and that in 
those markets two bushels of oysters would 
command the same price as one bushel of 
clams ? If they did not, labor would shift from 
the occupation that paid less to the one that 
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paid greater, and either clams or oysters would 
disappear from those markets until they ex- 
changed or sold upon this basis. 

With labor free to shift occupations, the same 
quality of labor cannot be maintained in two 
occupations in the same community with the 
labor of one occupation being able to exchange 
more favorably (for more wages) than the other. 

That temporary inequality that is continually 
happening in the wages of labor in different oc- 
cupations, and which is so frequently and falla- 
ciously made use of to support some favorite 
opinion, must not be considered in conflict with 
this principle. 

Some years ago a distinguished writer upon 
economic subjects directed attention to a tem- 
porary depression in the cotton industry of 
this country, which, if it was to be permanent, 
as he evidently considered it would be under 
the existing governmental policy, might support 
his recommendation for a change in that pol- 
icy. The impatient operation of economic law 
scarcely gave time for publication of this argu- 
ment so hazardously based upon the one posi- 
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tion of the pendulum before it began to move 
in the opposite direction, and this industry en- 
tered upon a period of extraordinary prosperity, 
which quite balanced the depression through 
which it had passed. 

After consideration no one, I think, will doubt 
the following law: In a community with labor 
free to shift occupations the products of labor 
exchange proportionately to the cost of labor to 
obtain them ; and when any particular product 
of labor will not so exchange, sufficient labor will 
abandon or enter that particular occupation to 
establish that proportionate exchange. 

Now it is the operation of this law that regu- 
lates the supply of commodities to demand. In 
a small and simply organized community a la- 
borer might discover at the end of each day 
whether his labor would exchange as favorably 
as other labor of the same quality, and could 
correct any inequality by changing his occupa- 
tion the following day ; and in such a hypotheti- 
cal community economic laws can be best ex- 
amined. We shall therefore exclude skilled 
labor and, at present, capital from these islands 
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in order that we may most clearly see the oper- 
ations of these primary laws of exchange, and 
proceed upon the assumption that with labor 
free to shift occupations (and no community 
can justly afford to permit otherwise) the pro- 
portionate wages of all labor or service in a 
community (including that service united with 
capital) depend upon the proportionate value or 
quality of the labor or service they exchange 
for. And later, in the examination of the cir- 
cumstances that operate to affect (and under this 
assumption must affect alike) the wages of all 
labor and service in a community — among which 
must be included variations in the proportion- 
ate accumulation of stock and value of its use 
(represented by variations in interest), varia- 
tions in the proportionate natural advantage 
capable of capitalization and value of its use 
(represented by variations in rent), and varia- 
tions in the profit of exchange elsewhere — we 
need concern ourselves with interest and rent 
only so far as the variations that may be caused 
in them by exchange elsewhere may affect 
wages ; but even this will make it necessary to 
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know what effect the variation of each has upon 
the wages of labor. And when occasion requires 
that we shall examine the relation of these two 
elements to labor and service, we shall do so 
independently of the labor or service that may 
be united with them, for their relation to that 
service must be precisely the same as to all 
other. 

We believe that what follows will justify the 
use of the terms " interest '* and " rent *' to rep- 
resent the conditions that determine them. 

Economic laws must exert the same power 
to the same end in large and highly organized 
states, although their effect may be obscured or 
modified by the operation of other laws that are 
brought in with every added element that is in- 
troduced into a society. 

In order to best acquaint ourselves with a 
natural law we must examine its operation un- 
der the simplest conditions. Releasing a stone 
and a feather from a height, and seeing the 
feather float up and up and the stone fall rap- 
idly to the earth, we might too hastily conclude 
that feathers were exempt from the law of 
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gravitation, the truth being, however, that in a 
vacuum both would reach the ground at the 
same time. Had not fallen bodies been ex- 
amined free from the influence of air the laws 
that govern them might not be known. 

Now upon Fertile Island a man must work 
as many hours as upon Barren Island to obtain 
the same amount of shelter, but, owing to the 
fertility of the soil, three hours of labor in agri- 
culture will obtain the same quantity of food as 
six hours upon Barren Island; therefore, by 
working nine hours a day — six hours to obtain 
shelter and three hours to obtain food — a la- 
borer upon Fertile Island lives otherwise exactly 
the same as a laborer upon Barren Island, and 
has three hours' time at his disposal. 

If we find some laborers working upon Fer- 
tile Island exclusively in agriculture, and others 
exclusively in shelter, the exchange of food and 
shelter must be in accordance with the estab- 
lished law of exchange for a single community ; 
namely, proportionate to the cost of labor to 
obtain them. 

A, working exclusively in shelter, consumes 
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the shelter which he obtains by six hours' labor, 
so that working nine hours he has that obtained 
by three hours' labor to spare and to exchange 
for the food that he requires, and which may be 
obtained by an equal amount of labor in agricul- 
ture. If he could not so exchange he would shift 
to agriculture, the more profitable occupation. 

B, working exclusively in agriculture, con- 
sumes only that amount of food which he ob- 
tains by three hours' labor, so that working 
nine hours he has the food which he obtains by 
six hours' labor to spare and to exchange for 
the shelter that he requires, and which may be 
obtained by an equal amount of labor in shelter. 
If he could not so exchange he would shift to 
shelter, the more profitable occupation. 

B can derive no more advantage from the 
productiveness of this soil than A, for A has 
equal opportunity to enter that occupation him- 
self, and certainly would not continue in shelter 
if he could obtain more shelter by working in 
food, and this he could do if food would ex- 
change for shelter with a less proportionate 
amount of labor than it costs labor to obtain 
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them ; therefore they must exchange, if at all, 
on the basis of the cost of labor to obtain them 
hour for hour, as upon Barren Island, notwith- 
standing B*s hour's labor here in food will ob- 
tain double the quantity that an hour's labor 
will do upon Barren Island. And twice the 
amount of food must be given in exchange for 
shelter upon Fertile Island as upon Barren Isl- 
and. This excess product that equal labor 
may obtain gives to the food labor of Fertile, 
as compared with Barren, Island, an advantage 
of production or profit of labor, but it cannot 
maintain the profit of this advantage in ex- 
change with other labor in the same community. 
It must be given away in exchange with it and 
equally shared by all labor there. 

(This permits us to leave out of account all 
of that labor employed in the production of 
commodities or the rendering of services that 
are not exchangeable between communities. 
These commodities or services, if obtained at 
all, must be from labor performed at home. 
This labor cannot be reached by competition 
elsewhere, or its employment determined by 
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the value of the same quality of labor or ser- 
vice elsewhere, but the wages of it must be 
equal to that of other labor in the s^me com- 
munity; and whatever be the profit or loss to 
labor resulting from the production of commod- 
ities at home or exchange of commodities else- 
where, under different circumstances, it must 
be equally shared by all the labor of the com- 
munity, which, if not already clear, will be 
made so later.) 

We might note in passing that the unequal 
bounty which nature has bestowed upon these 
two islands (and which has not yet become 
capitalized) gives to the labor of one an advan- 
•tage of production that enables it to maintain 
a higher standard of living than that of the 
other. This higher standard may be expressed 
in the luxury of three hours' extra time at 
the disposal of laborers free from labor; or, if 
they choose, by working the three hours they 
can add to their material luxuries all that that 
amount of labor will produce. 

Every advantage of ' production of labor, 
whether it proceeds from the superior bounty 
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of nature (or from a greater share of the 
same) or from a labor-saving appliance, makes 
possible an improved standard of labor, and 
when labor makes use of an advantage of pro- 
duction it must accept the luxury that results 
in some of the following forms, namely: the 
luxury of reduced hours of labor; the luxury 
of increased quantity of the same commodities ; 
the luxury of other commodities that it could 
not before have obtained with the same amount 
of labor. 

It may take it all in any one or partly in each 
of the above forms. As simple as the forego- 
ing is, it is not generally understood by labor. 
Working-men have seen legislators reduce the 
hours of labor without any apparent reduc- 
tion in the amount of commodities that they 
could obtain, and they have not understood 
that improved advantages of production had 
made this possible, and that, had the hours of 
labor not been reduced, they must have re- 
ceived more commodities for the same labor, 
and the standard of living would have been 
improved in that way. 



Digitized by 



Google 



Exchange in Primitive Communities, 21 

We will leave these simple folk for a time in 
happy unconsciousness of the fate that awaits 
them when we shall return armed with the 
murderous weapons of economic law. In the 
search for our outfit with which to exploit these 
communities we must keep in mind the fact that 
we have these two lands in close proximity, in- 
habited by a like people, but, owing to the fer- 
tility of soil, the labor of one has an advantage 
of production and is capable of maintaining in- 
dependently, without foreign exchange, a higher 
standard of living than the other. 

It is important to each of these communities 
to know whether it can improve its standard of 
living by exchange with the other, and, if so, 
what policy of exchange will improve it most. 
It is evident that there could be no profitable 
exchange between them of shelter for shelter 
(as already they both have the advantage of 
the division of labor) ; and as shelter covers as 
many different commodities of equal advantage 
as we may choose to include in it, it follows 
that there can be no profitable exchange of 
commodities in which they both had equal ad- 
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vantage of production. (We shall always mean 
by ** equal advantage ** the equal advantage of 
two or more communities in the same occupa- 
tion, and not the equal advantage of two or 
more occupations in the same community.) 

(It is also evident that there could be no ex- 
change between them of food for food ; and as 
food covers as many different commodities as 
we may choose to include in it, of precisely the 
same advantage in one and disadvantage in the 
other, it follows that there can be no profitable 
exchange between them of two commodities in 
which one community has precisely the same 
advantage or disadvantage; therefore it must 
be for both communities an exchange of one 
commodity for another of comparatively less 
advantage.) 

(It should be observed that the terms " shel- 
ter** and "food** are simply names for com- 
modities in which the labor of these two com- 
munities has a certain comparative advantage 
or disadvantage in production.) 

And as all commodities that are not of equal, 
must be of greater advantage in one community, 
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it must be, if at all, an exchange of an advan- 
tage of production. (It might be an exchange 
of two, but it would be unnecessarily confusing 
to examine more than one at a time.) Our 
problem is now reduced to the demonstration 
of the principles upon which the labor of a 
community can exchange a commodity in which 
it has an advantage of production most profit- 
ably elsewhere. 

We have shown that the profit of an advan- 
tage of production could not be maintained by 
the particular labor engaged in it, but that it 
must be given away in exchange to other labor 
of the same community. We must now see 
whether the profit of an advantage can be 
maintained by the labor of a community pos- 
sessing it or must be given away in exchange 
to the labor of another community. 

Adam Smith has been credited with having 
first pointed out that there could be no volun- 
tary exchange without both sides to it reaping 
profit ; and many who have succeeded the Scotch 
professor, in their enthusiastic endeavor to pro- 
mulgate this truth, have overlooked a more im- 
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portant one — that the profit to the diflferent 
sides may be very unequal, and, in fact, that the 
profit to one side may be the whole profit of an 
advantage of production and still the transaction 
be in conformity to this law. 

Of the fishermen that exchanged oysters and 
clams perhaps neither could have obtained by 
equal labor the same amount of both clams and 
oysters except by following the separate occu- 
pations, and this advantage to both by the di- 
vision of labor is all that is necessary to effect 
exchange. The profit of an advantage of 
production (when both sides enjoy the advan- 
tage of the division of labor) is above that ad- 
vantage necessary to effect exchange. (And 
notwithstanding the contempt of Sir James 
Stewart's declaration that if " one country- 
gains another must lose ** [which we do not 
wish to be considered as defending], it may 
properly be said that that part of the profit of 
an advantage of production, above the profit of 
the division of labor, that one community gains 
in exchange the other must lose.) 

It is true that Bastiat observes this inequality 
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of profit, because he shows that that nation 
which had the least natural advantages had the 
most to gain by free exchange ; but it is most 
astonishing that, coming to this point, he did 
not inquire further into the cause of this in- 
equality of profit of exchange between different 
countries, and did not consider upon what cir- 
cumstances it depended. He comes closer still 
in admitting that a country with advantages 
of production will have the larger share of the 
profits of exchange before competition in these 
products reduces their value, and appears not to 
have noticed that a community, by limiting 
competition in these products, might maintain 
this value and consequently this advantage in 
exchange. 

If it had occurred to him that by a restrictive 
policy a favored country might limit the pro- 
duction of these products and maintain the profit 
of them in exchange elsewhere, he must then 
have seen that the nation which had the great- 
est advantages of production had the most to 
lose by unlimited exchange. 

Economists have shown that in most cases it 
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is folly for a nation to encourage the production 
of commodities in which it has disadvantages — 
that is, that could be obtained with less labor 
elsewhere — by demonstrating that it is more 
profitable to exchange other products of its 
labor for these commodities, and yet have failed 
to see or admit that it was ever necessary for a 
country to limit the production of commodities 
in which its labor had advantages of production 
in order to be able to exchange these commod- 
ities with the greatest profit elsewhere. 

They seem to assume that the free exchange 
of commodities between all nations would give 
to each the products of all for the same amount 
of labor that it takes, under the most favorable 
circumstances, to produce them, and then con- 
clude that all nations would be benefited by this 
policy ; but even admitting the assumption, it 
does not follow, and is not true, that every nation 
would be benefited by a policy that would give 
to it all commodities for the same amount of 
labor that it takes, under the most favorable cir- 
'cumstances, to produce them, because a favored 
country, by profitable exchange of commodities 
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in which it has advantages of production, may 
obtain its total of commodities for a less amount 
of labor than the amount of labor it would take, 
under the most favorable circumstances, to pro- 
duce them. In such an assumption the ques- 
tion as to what means a nation might employ 
to maintain the most profitable exchange of a 
commodity in which it had an advantage of 
production naturally would not be considered, 
and also the very important question as to 
whether a nation with a balance of advantages 
above the advantages of the nation or nations 
with which it is asked to exchange freely would 
not lose more, by giving up the profit of its 
own, than it would gain in the profit of those 
that others would give up, and would not be 
without compensation for the loss of its own 
until others consented to give up theirs; and 
how such a nation might receive pay for this 
balance of profit that it is proposed to take from 
it by this universal policy naturally has been 
overlooked. And the opposite effect that this 
one policy must have in different communities 
that are unequally placed with respect to the 
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proportionate capitalization of their advantages 
— most important of all — is not commonly 
noticed. 

It is fortunate, in considering the points raised 
and others that may appear, that we will not 
come in conflict with established economic laws, 
but in perfect agreement may show their opera- 
tion in such combinations as will disclose the 
vital principles by which a nation must be 
guided in order to maintain the most profitable 
exchange of commodities in which it has advan- 
tages of production. 

In quoting from " Sophisms of Protection,'* 
by Bastiat, the writer would state that the Hon. 
David A. Wells edited one work of this eminent 
French economist, and the book first referred 
to was published by the American Free-trade 
League. Mr. White, in the preface, writes: 
" Bastiat is the most lucid of all writers on eco- 
nomical science, and although some of his ad- 
mirers rank him among the highest, it is enough 
to count him among the greatest of expounders 
and demonstrators of this science." 

" I have two workmen in my field : the one 
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directs the handle of a plow, the other that of a 
spade. The result of their day's labor is very 
different, but the price is the same. . . . Re- 
muneration is not proportioned to the useful- 
ness of the articles brought by the producer 
into the market, but to the labor. 

" In every article of production nature and 
man must concur, but the portion of nature is 
always gratuitous. Only so much of the use- 
fulness of an article as is the result of human 
labor becomes the object of mutual exchange, 
and consequently of remuneration. 

" We pay more for wheat than potatoes be- 
cause to produce it nature requires more labor 
from man. 

" It is impossible that the producer of wheat 
should permanently gain more than the pro- 
ducer of potatoes. The law of competition can- 
not allow it. 

"The tropical regions are very favorable to the 
production of sugar and coffee, . . . but who 
reaps the advantage of this liberality of nature? 
Not these regions, for they are forced by com- 
petition to receive simply remuneration for their 
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labor. It is mankind who is the gainer, for the 
result of this liberality is cheapness, and cheap- 
ness belongs to the world. 

" Here in the temperate zone we find coal 
and iron ore on the surface of the soil. We 
have but to stoop and take them. At first, I 
grant, the immediate inhabitants profit by this 
fortunate circumstance, but soon comes compe- 
tition, and the price of coal and iron falls until 
this gift of nature becomes gratuitous to all, and 
human labor is only paid according to the gen- 
eral rate of profits. 

" Thus natural advantages, like improvements 
in the process of production, are or have a con- 
stant tendency to become, under the law of 
competition, the common and gratuitous patri- 
mony consumers, of society, of mankind. Coun- 
tries, therefore, which do not enjoy these advan- 
tages must gain by commerce with those which 
do, because the exchanges of commerce are be- 
tween labor and labor. Subtraction being made 
of all the natural advantages which are com- 
bined with these labors ; and it is evidently the 
most favored countries which can incorporate 
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into a given labor the largest proportion of these 
natural advantages. Their produce, represent- 
ing less labor, receives less recompense; in other 
words, is cheaper. If, then, all the liberality of 
nature results in cheapness, it is evidently not 
the producing, but the consuming, country which 
profits by her benefits. Hence we may see the 
enormous absurdity of the consuming country 
which rejects produce precisely because it is 
cheap. It is as though we should say we will 
have nothing of that which nature gives you. 

" A is a favored country ; B is maltreated by 
nature. Mutual traffic, then, is advantageous 
to both, but principally to B, because the ex- 
change is not between utility and utility, but 
between value and value. Now A furnishes a 
greater utility in a similar value, because the 
utility of any article includes at once what 
nature and what labor have done, whereas the 
value of it only corresponds to the portion ac- 
complished by labor. B then makes an entirely 
advantageous bargain, for by simply paying the 
producer from A for his labor it receives in re- 
turn not only the results of that labor, but in 
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addition there is thrown in whatever may have 
accrued from the superior bounty of nature. 

** We will lay down the general rule : Traffic 
is an exchange of values, and as value is reduced 
by competition to the simple representation of 
labor, traffic is the exchange of equal labors. 
Whatever nature has done toward the produc- 
tion of the articles exchanged is given on both 
sides gratuitously, from whence it necessarily 
follows that the most advantageous commerce 
is transacted with those countries which are the 
most favored by nature." 

One might reasonably inquire why we did 
not begin with these quotations from Bastiat, 
so far as any difference is shown by the ex- 
amples that preceded them with respect to the 
principles of the exchange of labor or its prod- 
ucts ; but although the difference may not yet 
have been made apparent, there is a vital one. 
Bastiat concludes that the exchangeable value 
of the products of labor is proportionate to the 
amount of labor it takes to produce them, and 
that equal amounts of labor exchange with them. 
We have pointed out that the exchangeable 
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value of the products of labor is proportionate 
to the cost of labor to obtain them, and that 
amounts of labor exchange with them propor- 
tionate to the share that labor obtains. The 
first is true in some cases and the second is true 
in all (modified only in the same degree that all 
laws must be that rely upon competition to es- 
tablish them). 

In our example of the fishermen of Long Isl- 
and that obtained with equal labor one bushel 
of oysters and two bushels of clams, we did not 
inquire into the conditions under which they 
obtained them, and it may be that one or both 
had to produce a greater quantity of fish than 
they obtained; and if this was the case, the 
value of oysters and clams would still remain 
proportionate to the cost of labor to obtain 
them : but might not then be proportionate to 
the cost of labor to produce them. 

Suppose the oysterman, to obtain the bushel 
of oysters, did produce two, but paid one for 
the use of a necessary outfit in order to get 
them: it is evident that this condition under 
which he obtained the bushel of oysters would 
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not alter the ratio of exchange between oysters 
and clams, so that equal labor might have pro- 
duced the same quantity of oysters as clams 
and still one bushel of oysters exchange for 
two bushels of clams and only one half of the 
amount of labor exchange with oysters as with 
clams. 

Suppose it to have been also necessary that 
the oysterman should collect them in the coves 
and inlets, and was obliged to pay one bushel 
out of three for the privilege of doing so : it is 
evident that this second condition under which 
he obtained the bushel of oysters would not 
alter the ratio of exchange between them, so 
that equal labor might have produced a greater 
quantity of oysters than clams and still one 
bushel of oysters exchange for two bushels of 
clams and only one third of the amount of labor 
exchange with oysters as with clams ; that is, 
the product of one day's labor in oysters would, 
under these circumstances, exchange for the 
product of three days* labor in clams. 

It at first appeared, and it might have been the 
case, that fishermen exchanged equal amounts 
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of their labor with their fish, yet under different 
conditions of obtaining them they would have 
exchanged different proportionate amounts, but 
in every case amounts proportionate to the share 
that labor obtains of clams and oysters under the 
circumstances. It should now be clear that we 
do not necessarily pay more for a commodity 
than some other ** because to produce it nature 
requires more labor from man," but because it 
costs labor more labor to obtain it. 

Bastiat has not permitted us to assume that 
he meant by the product of labor that which it 
did obtain, for in saying, " Whatever nature has 
done toward the production of articles ex- 
changed is given on both sides gratuitously," 
he overlooked rent, and established his error. 
But this surprising oversight does not destroy 
the value of his statements if we limit them to 
a primitive community before accumulation of 
stock or the appropriation of land, or to com- 
modities in which the elements of interest (pay- 
ment for the use of stock or capital) and rent 
(payment for a natural privilege) do not enter 
as factors. As we are not at present concerned 
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with these, we may pass on, making what use 
we can of his conclusions in the examination 
that we are about to make of exchange between 
primitive communities before the introduction 
of these elements; and until we have occasion 
to do so we may use "the products of labor" 
and " that which labor obtains '* indiscrimi- 
nately. 

Bastiat attempted to show that under the 
Jaw of competition nations must ultimately ex- 
change on the same basis on which we have 
found individuals in a community where labor 
obtained its whole product exchanging, namely, 
the product of an equal amount of the same 
quality of labor; that all the natural wealth or 
advantage that either country possessed — that 
is, all the excess of product that equal labor 
might produce in the one country more than in 
the other — would be thrown in, and that labor 
in all communities must expect eventually the 
same general profit or wages. 

But arguments and conclusions are alike based 
upon the assumption that the gratuities of na- 
ture are never capitalized, which is a most as- 
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tonishing omission, and which makes untrue his 
extreme conclusion that all the gratuities of 
nature are thrown in by the labor engaged in 
them, in exchange with other labor either of 
the same or other communities. But as the 
capitalization of an advantage does not affect 
the principle upon which labor must exchange 
it — but simply diminishes or takes from labor 
the advantage itself — it does not destroy the 
value of his assertion that labor in all communi- 
ties under free competition must eventually 
expect the same general profit or wages; for 
when free exchange is permitted between sev- 
eral communities, and labor is also free to shift 
from one to the other, then these several com- 
munities have become one community so far as 
the competition of labor is concerned, and the 
laws established for a single community must 
hold good, and higher wages for equal labor 
cannot be maintained in any of these several 
communities that have now become one com- 
munity. The advantages of production re- 
maining in the possession of the labor of each 
must be divided with all. We shall still con- 
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tinue this inquiry, not forgettingy but ignoring, 
the capitalization of advantages, until we have 
demonstrated the principle of the exchange of 
them between different communities. The doc- 
trine that the gratuities of nature, or, more truth- 
fully, the advantages of production in the pos- 
session of the labor of a favored country, must 
be thrown in in exchange with one less favored 
when free exchange is permitted, is as true as it 
is comfortable to the countries which have more 
or less exhausted or capitalized their natural 
wealth (upon which the most permanent ad- 
vantages of production of labor depend) — 
countries where this doctrine originated and is 
still most persistently advocated. 

After assenting to the logic, but before sub- 
mitting to the fate, of this law, it is worth while 
for a country possessed of great natural advan- 
tages not proportionately capitalized, or other 
advantages that are incapable of capitalization, 
to inquire whether there is not a way whereby 
the operation of this law may be suspended, so 
that it may prevent its advantages from being 
wrested from it, and may appropriate the profit 
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of them to the use and benefit of its own people. 
True, Bastiat admits that the immediate inhab- 
itants of a favored country may for a time, be- 
fore the law of competition has completed its 
work, avail themselves of a larger share of the 
profit of their own advantages than they deliver 
to the countries they freely exchange with ; but 
so soon does he expect that they will be unable 
to do so, or rather he appears so anxious to show 
the great advantages that free exchange with this 
helplessly exposed wealth of a nation will bring 
to a country less favored, that he has not thought 
it worth while to consider what means a favored 
country may employ to prevent giving away 
its advantages, and he has omitted to take any 
note of the unequal exchange that must take 
place during the progressive invasion of the 
favored country by the law of competition and 
before it has fully accomplished its mission. 
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CHAPTER III. 

THE EXPERIMENTAL EXCHANGES OF A 

STUDENT OF BASTIAT IN THESE 

PRIMITIVE COMMUNITIES. 

Armed for the invasion, let us return to our 
islands. Before we hurl the " dismal science " 
into the midst of .them we should reconnoiter a 
little, and fully understand the possibilities that 
may result from exchange among these people. 

On a small, desolate island adjacent to Barren 
Island, which we will call Barren Annex, a re- 
tiring man, whose custom it was to work twelve 
hours a day upon shelter and to exchange six 
hours of the product of that labor in the Barren 
Island market for the food he required, strolling 
upon the beach one day, picked up a copy of 
Bastiat that had been washed ashore with other 
wreckage of some unfortunate vessel. He be- 
40 
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came very much interested in this work, and 
noticed that the author had embodied in one 
conclusion the principal result of his researches, 
namely : " I say, and I sincerely believe, that of 
any two countries that are placed in unequal 
circumstances as to advantage of production 
that one of the two which is the less favored by 
nature will gain more by freedom of com- 
merce." It pleased him to see how admirably 
this law applied to his own situation. He real- 
ized that for all purposes of exchange his family 
represented a nation, and that although his isl- 
and was sterile yet he could produce shelter 
there, and by free exchange with Barren Island 
could maintain the same standard of living that 
it possessed ; that is, by working twelve hours 
a day he was provided with all his needs. 

His curiosity aroused, he resolved to try ex- 
change with Fertile Island. Wishing to visit 
this country by daylight, he stopped work three 
hours earlier than usual, and therefore had only 
the product of three hours* shelter labor to take 
for exchange ; but to his astonishment he found 
his three hours' shelter would exchange for 
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three hours' food, and that this three hours' 
food was equal to six hours* food at home; 
that is, he received as much food for that 
three hours of shelter as he commonly ob- 
tained on Barren Island for six hours* shelter. 
Fertile Island exchanged with him on the beisis 
of labor for labor, as Bastiat had taught him to 
expect. They had given him for his shelter 
labor an equal amount of their food labor, and 
had thrown in all the gratuity of nature ; con- 
sequently his standard was now raised to the 
standard of Fertile Island, and nine hours' 
work now provided him with all his needs. 
He applied the test of Bastiat's law to his 
transaction, and found them to be in harmony, 
and his enthusiasm inclined him to make the 
law now read, " The least favored country gained 
most by free exchange with the most favored ;" 
and, considering his own transaction, whereby 
he had raised his standard of living to that of 
the more favored community, he could not see 
how they had improved their own condition. 

Having observed a small, uninhabited island 
of the same fertility of soil as Fertile Island, 
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and which we will call Fertile Annex, he con- 
cluded to make that his home, and to try ex- 
change with Fertile Island; but he found that 
with the same amount of labor he could ob- 
tain no more of either shelter or food by ex- 
change with Fertile Island than he could ob- 
tain in production at home. Failing in this 
attempt, he resolved to work in agriculture, 
and to visit his old friends on Barren Island. 
Starting on his voyage at noon one day, having 
worked only six hours, and of course with only 
the product of three hours of food labor to take 
for exchange, he is amazed, on arriving at the 
Barren Island market, to find that his three 
hours' food labor is equal in quantity to six 
hours* food labor there, and therefore will ex- 
change for six hours* shelter; that is, he has 
worked his standard up to six hours' daily la- 
bor to supply his needs. Nor does he quickly 
recover from this surprise, for he did not ex- 
pect to profit by trade with Barren Island. He 
was now living in the more favored country, 
and Bastiat had taught him that it was the un- 
favored country that had most to gain by free 
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exchange. He could not discover that Barren 
Island had gained anything by its transaction 
with him, and he had profited greatly; but 
looking over the book again he found that he 
had failed to note what Bastiat might plead to 
save his law — the admission that the immedi- 
ate inhabitants of a favored country might 
profit by that circumstance before the arrival 
of competition. 

You would have thought that this enterpris- 
ing man would now be satisfied. Not he. 
Looking up through the strait that separated 
Barren and Fertile Islands, another large island 
might be seen that he was anxious to explore. 
The soil of this island was in every respect like 
that of Barren Island, but coal, one of the rich- 
est gifts that nature can bestow upon mankind, 
and which had been withheld from all the other 
members of our economic archipelago, was plen- 
tiful here, and we may appropriately christen it 
Fuel Island. This gratuity of nature made it 
possible for four hours' labor to produce as 
much shelter as six hours' labor would do else- 
where ; and the standard of labor upon Fuel Isl- 
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and was improved by this shelter gratuity in 
the same manner, though not to the same de- 
gree, as the standard was improved on Fertile 
Island by the gratuity in agriculture. And the 
inhabitants of this country, by working six hours 
a day in agriculture and four hours a day in 
shelter, making ten hours in all, could obtain 
the amount of both food and shelter that they 
required. It has been already demonstrated 
that in a single community exchange must be 
labor for labor, all gratuities being thrown in ; 
and Fuel Island must conform to this law, and 
give the product of an hour's shelter labor for 
the product of an hour's food labor without re- 
gard to what that product may be. 

Our old friend, leaving his home on Fertile 
Annex at eleven o'clock one morning, having 
labored only five hours, and consequently with 
only a product of two hours' food labor to 
bring to the Fuel Island market for exchange, 
having been schooled in surprises, is perhaps 
less astonished, but none the less gratified, to 
find that the product of his two hours' food la- 
bor is the same quantity as the product of four 
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hours' food labor there; therefore it will ex- 
change for the product of four hours' shelter 
labor. As this four hours' shelter product is 
equal to the product of six hours' shelter labor 
elsewhere, and is just the quantity he is accusr- 
tomed to consume each day, he has, by this 
profit of exchange, raised his standard to five 
hours' daily work to supply his needs of both 
food and shelter. More puzzled than ever, 
this sagacious man, now under such easy con^ 
ditions of life and with so much time at his dis- 
posal, decided that he could not better employ 
this abundant leisure than by the investigation 
of these curious phenomena of exchanges that 
had so greatly improved his standard of living. 
" When I lived on Barren Annex, a desolate 
place incapable of supporting life. Barren Island 
exchanged with me labor for labor, and threw 
in the gratuity that land afforded, and I lived 
with the same amount of labor as they — twelve 
hours. Fertile Island exchanged with me on 
the same basis, and threw in the gratuity of its 
soil, which, being greater than that of Barren 
Island, enabled me to live with nine hours' 
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labor, the same as they. Neither of these two 
people charged me anything for their gratuity, 
and made nothing by exchange with me. Liv- 
ing on Fertile Annex and trading with Barren 
Island, instead of having to throw in any gratu- 
ity with my labor, they paid me as much labor 
for my gratuity as it would cost them labor to 
obtain the equivalent of it at home ; and as three 
hours of my labor gave me a gratuity equal to 
three hours of their labor, I profited this 
amount of labor by the transaction, and was 
enabled to live on six hours' work. In trading 
with Fuel Island they not only paid me for my 
food gratuity, but threw in their shelter gratu- 
ity, and thereby made it possible for me to live 
with only five hours' labor." 

(We have not noticed transportation, as it is 
evident in each example which side must de- 
duct that expense from the extreme advantage 
shown. Transportation must invariably be de- 
ducted from the profit of an advantage in ex- 
change. This part of an advantage is always 
lost in exchange ; it can neither be sold nor given 
away. The full profit of an advantage can only 
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be obtained by consumption or use at the point 
of production. [It is true that this loss may 
be even more than compensated for, but, if so, 
it must be from the profit of some other advan- 
tage, and we must not allow the mind to be 
confused with the exchange of two advantages 
until we have mastered the principles of the 
exchange of one, which will be equally appli- 
cable to all of the same nature.] Therefore a 
part of an advantage equal to transportation 
will under any circumstances be maintained by 
the community possessing it. The extent of 
exchange of a commodity of advantage is lim- 
ited to a cost of transportation not greater than 
the value of the advantage. When some por- 
tion of a commodity that is being exchanged 
elsewhere is being exchanged at the full extent 
of the advantage, then the whole advantage on 
that part is lost in transportation, and all the 
advantage on the remainder, that is being ex- 
changed at less extent, that is not lost in trans- 
portation is given away in exchange, and the 
whole quantity of the commodity is being ex- 
changed without any profit of its own advan- 
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tage, and therefore must be exchanging for the 
profit of the advantage of some other. Al- 
though an advantage itself may be limited and 
determined by transportation, this element has 
nothing to do with the principles which we are 
seeking of the exchange of a determined advan- 
tage, and therefore we may leave it out of con- 
sideration.) 

Every time this man embarked he took with 
him that commodity for exchange in which his 
labor had the greatest advantage of production, 
and returned with that commodity in which 
his labor had the least. Any advantage that 
one labor has over another in obtaining a com- 
modity is, in effect, and may be called, the gra- 
tuity of that labor ; and it matters not to what 
cause this advantage of obtaining is due. We 
have thus far used an uncapitalized gratuity of 
nature for an example of an advantage, because 
natural advantages are easier to perceive, are 
the most permanent, and are fixed, and what 
may be shown respecting the exchange of them 
before they become capitalized will be true of 
all advantages that are incapable of capitaliza- 



Digitized by 



Google 



50 The Wealth of Labor, 

tion. The gratuity that the use of improved 
appliances would give to the labor of one com- 
munity might be obtained by another commu- 
nity by making use of these appliances, whereas 
the gratuity of a coal-mine is limited to the 
mine itself. 

There was no commodity that could not be 
both produced and obtained with the same 
amount of labor on both Fertile Annex and 
Fertile Island; therefore the labor of neither 
had any gratuity of which the other was not 
possessed (except the advantage of division of 
labor, which, obviously, we need not take into 
account here), neither had any advantage of 
production to give or sell the other. Conse- 
quently there could be no profitable exchange 
between them, and this accounts for our 
friend's failure there. In all the other islands 
he exchanged with there was one commodity 
or more that could not be obtained in both 
communities with the same amount of labor, 
and it is important to understand that it is the 
difference in the cost of labor to obtain (and 
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not necessarily to produce) that makes possible 
any profitable exchange of labor. 

If a gratuitous commodity can be exchanged 
on the basis of its value in another community 
— that is, for the same amount of labor that it 
would take to obtain it there — then the gra- 
tuitous country will reap the whole profit of 
the advantage. If this commodity must be 
exchanged on the basis of its value in the gra- 
tuitous country — that is, for the same amount 
of labor it required to obtain it there — then 
the other community will gziin all the profit of 
the advantage. If it is exchanged on a basis 
of more labor than it takes to obtain it in the 
one, and less than in the other, then both will 
share in the profit of the advantage. 

We still have unaccounted for the most cu- 
rious fact that in every exchange the whole ad- 
vantage was on the side of our economic hero. 
He managed invariably to obtain all the profits 
that the inequality of production of labor in his 
own and the country he exchanged with made 
possible. He always received payment for his 
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gratuity, and in return gave nothing for theirs. 
What talisman did he possess? As we can 
discover only one point of difference in his 
favor, this circumstance must account for his 
invariable success : he had no competition in his 
enterprise. 

He carried so little into a market alive with 
competition that he did not reduce the value of 
the commodity he brought, and he required so 
little that he did not increase the value of the 
commodity he took away. He represented a 
limited competition in exchange with an unlim- 
ited one. Suppose, when he went from Barren 
Annex to Fertile Island, that a whole army of 
Barren Island laborers, loaded with their shel- 
ter, had joined him and demanded that favor- 
able exchange with Fertile Island food labor 
that he had enjoyed, would gratuity now be 
thrown in, or would some part or all — depend- 
ing upon the number of this host and the size 
of the market — be paid for? 

Consider his triumphant exchange from Fer- 
tile Annex with Barren Island. Had he ar- 
rived at that market with all the mass of Fertile 
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Island food labor that great expectation could 
muster, would gratuity now be sold, or would 
some part or all — depending as before — be 
thrown in ? If we have doubts as to whether 
the amount that each side will obtain of the 
profit of exchange of an advantage of produc- 
tion depends upon the proportionate competi- 
tion, examples to follow will sweep them away. 
Let us now, keeping in mind that our friend 
represents a nation, consider another important 
circumstance — namely, that of commodities 
capable of exchange between communities he 
must work exclusively in the one in which his 
labor has the greatest advantage of production, 
and could not work in one of less advantage 
and maintain the same profit of exchange 
and standard of living. This is important, and 
must determine the occupations of labor in a 
community that is freely exchanging elsewhere. 
It escapes attention because advantages of la- 
bor, as we have shown, are thrown in or equal- 
ized by exchange in every single community, 
and they have ceased to become advantages so 
far as any particular labor in that community is 
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concerned. They are distributed to all the la- 
bor of the community, and until you can com- 
pare the advantage of labor in a certain com- 
modity in one community with that of some 
other community the gratuity is not apparent. 
Fertile Island sees no gratuity in its soil until 
Barren Island is discovered. Then it becomes 
manifest in the increased value of their food, 
and food labor begins a profitable exchange 
with Barren Island shelter labor, and will no 
longer exchange with shelter labor at home ex- 
cept on the same favorable terms that it can do 
elsewhere. 

What, now, will the shelter labor of Fertile 
Island do? Think you they will continue in 
shelter when they see this other field that they 
can enter with greater profit? No. They 
must rapidly change from shelter to food, and 
the last man in that community must abandon 
shelter if food labor continues to sell any gra- 
tuity. But what effect is this new exchange 
having upon Barren Island? The increasing 
supply of food reduces its value there, and 
makes shelter more profitable than food labor. 
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Consequently labor in agriculture must shift to 
shelter, and the final outcome will depend upon 
the relative population or competition of these 
two communities. 

If the population of Fertile Island be great, 
and they supply Barren Island with all the food 
it can consume, and still have not received in 
exchange all the shelter they require, making it 
necessary for some labor to continue the pro- 
duction of shelter on Fertile Island to supply 
the amount required, then the Fertile Island 
labor will deliver without charge, and Barren 
Island labor will receive without cost, all the 
gratuity. 

For no laborer will produce shelter upon 
Fertile Island if he can obtain more shelter by 
working in food, and this he can do so long as 
food labor is exchanging with any profit (selling 
any gratuity) elsewhere. 

If the population of Fertile Island is so small 
that all of its labor can be employed in food and 
still not be able to supply all the food that is 
required in both islands, making it necessary 
for some labor to continue the production of 
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food on Barren Island to make up the amount 
required, then Barren Island labor will have to 
pay, and Fertile Island labor will receive full 
Value, for the gratuity. 

For no laborer will produce food upon Bar- 
ren Island if he can obtain more food by work- 
ing in shelter, and this he can do so long as 
shelter labor is exchanging with any profit (given 
any gratuity) elsewhere. 
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CHAPTER IV. 

MAINTAINING THE PROFIT OF EXCHANGE. 

To elucidate this subject further let us now 
examine unrestricted exchange between Fertile 
Island, with a population of one thousand, all 
engaged in food labor, and Barren Island, with 
its labor engaged in both food and shelter. If 
our law is sound, with any labor employed in 
food upon Barren Island, Fertile Island must 
be selling all the gratuity of its labor, and these 
one thousand men must be working six hours, 
and exchanging three hours of food with one 
thousand Barren Island laborers for six hours 
of their shelter, making a total profit in ex- 
change of three thousand hours' labor. Let us 
suppose the number engaged in food labor upon 
Barren Island to be twenty-five persons, ex- 
57 
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changing with twenty- five other shelter labor- 
ers there. This will make the population of 
Barren Island one thousand and fifty. With 
this balance of competition upon Barren Island, 
exchange must continue upon the basis shown, 
and Fertile Island must continue to maintain 
that high standard of living which we have 
shown it capable of when it received full value 
for gratuity. Under these circumstances Fer- 
tile Island may continue this free and unre- 
stricted exchange, receiving all the profit it can- 
obtain by any possible exchange; with the labor 
of Barren Island. If Fertile Island should; 
under these circumstances employ any part of 
its labor in shelter it is evident that this must 
reduce the total profit of exchange and the 
standard of its labor proportionately. 

One hundred laborers now arrive upon Fer- 
tile Island. The arrival of competition need 
never be accounted for, and we will not inquire 
whence it came. Do you realize what this 
change in situation means to this fertile com- 
munity? That small increase of population 
throws the balance of competition against them, 
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and they have lost the power to sell any part of 
their gratuity. As Bastiat declared, they will 
now be forced by the added competition to give 
away their gratuity in exchange with the labor 
of Barren Island. Fifty of these strangers may 
begin the same favorable exchange with the fifty 
people on Barren Island who have not yet ex- 
changed with Fertile Island. But the other 
fifty, what of them? Eleven hundred people 
now must clamor for the exchange of their 
daily production of food, for their daily con- 
sumption of shelter, in the Barren Island mar- 
ket, where there is a demand for food and sup- 
ply of shelter for only one thousand and fifty. 
The impossible is being attempted. The* pen- 
dulum has swung the other way. Some shelter 
now must be made on Fertile Island. The 
standard of labor must be reduced from six to 
nine hours' daily work on Fertile Island, and 
that of Barren Island must be improved in the 
same degree from twelve to nine, and they will 
no longer pay for gratuity. A lifetime of 
struggle against this inexorable law of com- 
petition may be profitlessly spent, but no other 
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result can be obtained. (An increased produc- 
tion of food from any cause would have resulted 
the same, and prevented the exchange of food 
with any profit of labor.) 

Let us consider now if by any restrictive 
measure this catastrophe to Fertile Island labor 
might have been avoided. Suppose the one 
thousand laborers of Fertile Island, realizing 
the inevitable fate that the law of competition 
threatened, should combine to defeat the oper- 
ation of this law. When you have a combina- 
tion that includes your whole population (and 
nothing short of this will be of any service 
here) you have a government. Suppose the 
government — realizing that individual interest 
would force these new laborers into agriculture, 
the most profitable occupation in this country, 
and cause the loss of three thousand hours* 
profit in labor that Barren Island was now pay- 
ing them — should decide to make some arrange- 
ment with these men whereby they could work 
in shelter and still be provided with both food 
and shelter at the same cost of labor as others, 
and maintain the same standard of living that 
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the rest of the community could do. This can 
be accomplished only by sharing with shelter 
labor the profit of the exchange of food else- 
where ; and if the government offered one hun- 
dred laborers a bounty of three hours* food 
labor to equalize the advantages of the two oc- 
cupations and induce them to work in shelter, it 
would save to this community the three thou- 
sand hours* profit of labor that the competition 
of this additional labor in agriculture would 
otherwise deprive them of, by forcing them to 
give to Barren Island all the gratuity that they 
had been accustomed to sell it. This bounty 
equalizes the advantages of these two occupa- 
tions by division of the profit of the greater 
with the less advantageous one, but does not 
reduce the profit of the exchange of the greater 
one at all ; therefore is not a cost to be deducted 
from it. The total amount of profit of exchange 
remains exactly the same, but it now must be 
divided with a greater number. This commu- 
nity had reached the limit (less the small margin 
allowed) in the amount of profit to be obtained 
by the sale of its advantage of production before 
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these strangers arrived, and the reduced stan- 
dard of labor which this bounty represents must 
be charged to a greater population than can all 
be employed in the occupation of greatest ad- 
vantage and exchange with the greatest profit 
elsewhere. 

If the value of an advantage should be main- 
tained at a point which prevented its sale or 
exchange at all elsewhere, the profit of it to a 
community would be no greater than though it 
was not maintained at all. The profit of an 
advantage depends upon the exchange of it, 
and also upon the limitation of that exchange. 
There is a point or percentage of profit at 
which the value of a commodity (of advantage) 
may be maintained that will bring to a com- 
munity the greatest total profit that can be ob- 
tained by its exchange elsewhere. If main- 
tained above this point, the loss by reduced 
sale would be greater than the profit of in- 
creased percentage. If maintained below this 
point, the loss by reduced percentage would be 
greater than the profit by increased sale. This 
point determines the real advantage. In our 
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examples this point of real advantage only is 
represented. If we should employ examples 
in which a reduction in the percentage of profit 
would be followed by a demand for a greater 
quantity of the commodity than could be ex- 
changed at a greater percentage, then the point 
of real advantage would have to be determined, 
and it would be found to lie somewhere be- 
tween the greatest percentage of profit for a 
limited quantity and no profit at all for an un- 
limited quantity, according to the circumstances. 
Fertile Island labor requires a bounty to in- 
duce it to engage in shelter, not because the 
occupation is less profitable than the same oc- 
cupation upon Barren Island, but because it is 
less profitable than another occupation in the 
same community. If labor in this community 
should have an advantage in shelter, as com- 
pared with Barren Island, half as great as its 
advantages in food, it would still require a 
bounty to induce it to keep out of agriculture 
and to engage in shelter, equal to the difference 
in the advantages of the occupations. Other- 
wise it could obtain more shelter by working in 
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food and exchanging that food with Barren 
Island labor for shelter, notwithstanding its 
own great advantage in shelter. An occupa- 
tion in a community may be one of great ad- 
vantage as compared with the same occupation 
in other communities and still cannot be taken 
up until the profit has been equalized to the 
profit of some greater advantage in the same 
community, either by bounty to the lesser ad- 
vantage, or by a reduction in the profit of ex- 
change of the greater, or by capitalization. 

It should be noticed that maintaining the 
value of food does not increase its cost to shel- 
ter labor, as they will obtain it in every case at 
the same cost of labor as the particular labor 
engaged in it. Therefore maintaining the value 
or price of a commodity in which labor has an 
advantage of production, in order to sell it with 
greater profit elsewhere, cannot be made to in- 
crease its cost to other labor in the same com- 
munity, for unless they receive an equivalent, 
that price cannot be maintained. 

The division or equalization of profit by 
means of bounty presents curious phenomena. 
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Suppose a community of ten, with one laborer 
only, to be exchanging with profit elsewhere, 
and to be maintaining and dividing, by the 
bounty system, the three hours* profit of his 
advantage with nine other laborers there. To 
equalize occupations the nine must be paid a 
bounty of three hours each, or twenty-seven 
hours in all, and this bounty must be collected 
from the whole community of ten, each paying 
a tax of two and seven-tenths hours. These ten 
men have improved their standard equally by 
this profit of exchange, but only the one tenth 
of three hours' labor that has been divided 
among them. Twenty-seven hours of bounty 
have been given, but only two and seven-tenths 
hours have been actually paid or received. The 
one laborer received (in exchange elsewhere) as 
part of his wages three hours* profit of labor, 
and each of the nine three hours* bounty, but 
they were all forced to return nine tenths of all 
they received by taxation. The actual wages 
of labor in a community that is giving bounty 
(directly or by import-tax system) to equalize 
the profits of labor in different occupations, in 
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order to maintain the profit of some greater 
advantage in exchange elsewhere, cannot be 
determined by the wages received, for there 
must be deducted its share of taxation that the 
bounty represents. 

With labor free to shift occupations, bounty 
can only be made to equalize the profits of 
labor in different occupations in the same com- 
munity. If a bounty is inadequate, the occu- 
pation will not be taken up. If too great, the 
surplus would give to the occupation an ad- 
vantage, and as an advantage cannot be main- 
tained by the particular labor engaged in it, the 
surplus must be given away in exchange. (If 
given in a limited occupation capable of cap- 
italization, then it will pay for any increased 
rent that it may cause.) But it must not be 
thought on this account that bounty may not, 
by the distribution of labor, reduce the profit 
of exchange elsewhere, for it may induce too 
much labor from the most profitable occupa- 
tions, and direct it into less profitable ones than 
necessary, and even into occupations of great 
loss, and, worst of all, into limited occupations 
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capable of capitalization. Bounty must be em- 
ployed to distribute labor into occupations of 
greatest advantage consistent with maintaining 
the full profit of those occupations, in order to 
exchange with the greatest profit elsewhere. 

Adam Smith said, ** The interest of a nation, 
like that of a merchant, is to buy as cheap and 
sell as dear as possible,'* and Fertile Island is 
obliged to maintain the value of the commod- 
ity in which its labor has an advantage of pro- 
duction in order to continue the sale of it at a 
high price elsewhere. It would be expected by 
one indoctrinated with the broad conclusions of 
the economists that maintaining the value of 
this commodity must be attended with a loss 
that will neutralize the profit of exchange 
gained by it ; but it is evident that this loss can 
come to Fertile Island only by increasing the 
value of commodities it must purchase else- 
where, and it is obvious that the production of 
shelter upon Fertile Island will not increase the 
demand for nor reduce the supply of shelter 
upon Barren Island ; therefore it cannot increase 
the value of it. So that this means of control- 
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ling the occupations of labor, employed by a 
nation to maintain the value of a commodity (in 
which its labor has an advantage) that it is sell- 
ing, does not operate to increase the value of 
other commodities that it is buying. 

It is very important to know and define the 
exact nature of this transaction of equalizing 
the profits of labor in different occupations, 
which has so generally been misunderstood. 
This bounty is not offered for the benefit of a 
few shelter laborers. It is given to protect food 
labor from the great loss that the competition of 
this added labor would bring to it by increasing 
the quantity and reducing the value and profit 
of exchange of their product. This bounty is 
offered for the purpose of protecting or main- 
taining the value of that commodity in which 
the labor of this community has an advantage 
of production, in order that they may continue 
to exchange this commodity most profitably 
elsewhere. To maintain the value of commod- 
ities in which the labor of a country has advan- 
tages of production, to enable it to exchange 
these commodities with greatest profit else- 
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where, 'is the purpose, end, and definition of 
the true protective principle. And all restric- 
tive measures that contribute to this end are 
simply means, and those that effect the most 
productive distribution of labor consistent with 
maintaining the greatest profit of exchange are 
the best means. 

It seems almost incredible that the true pro- 
tective principle should have escaped the notice 
of both its advocates and the economists. We 
find their attention always directed to the means 
of protection, and that of the economists naturally 
to the most wasteful means. That they have 
not considered the protection itself, that is, the 
principle of maintaining the value of commodities 
in which a nation had its advantages of produc- 
tion, may be illustrated by the following defini- 
tion of protection by Professor Rogers in the 
" Britannica,** vol. ix. : 

" A protective system, then, is inevitably con- 
cerned with such products as are liable to foreign 
rivalry, and a foreign rivalry can only be de- 
feated at the cost of the consumer. But as the 
protective regulation can affect prices in that 
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country only which imposes the regulation, it is 
obvious that the only person who can be made 
to bear the increased cost which the protective 
restraint imposes will be the home consumer/' 

A true protective system, instead of being 
"inevitably concerned with such products as 
are liable to foreign rivalry,*' is not concerned 
with those products at all, but is concerned only 
with products that are being exported, and that 
may have home rivalry sufficient to reduce their 
value so that they cannot be exchanged with 
the greatest profit elsewhere. Instead of a 
protective regulation being unable to affect 
prices except in that country which imposes 
it, the only object and purpose of a true pro- 
tective regulation is to maintain the value of 
such commodities as it is selling to other com- 
munities. And instead of being obvious that 
the only person who can be made to bear the 
increased cost which the protective restraint 
imposes will be the home consumer, the only 
advantage that can be gained by a nation in 
protecting the value of a commodity is in order 
that it may exchange or sell to a foreign con- 
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sumer at a higher price than it otherwise would 
be enabled to do. 

It is true that under 'the import-tax system 
the value of some commodities is protected to 
furnish bounty to labor in order to keep it out 
of other commodities that are being exported, 
the value of which only it is desired to protect ; 
but this first miscalled protection is only inci- 
dental, and simply a means for keeping labor 
employed, and other means — as a direct bounty, 
that would not protect their value, — could be 
just as well employed to induce labor to enter 
those commodities. This incidental protec- 
tion, which represents only the bounty that 
labor must be paid to induce it to engage in 
these occupations, has so occupied the attention 
of the economists that they have overlooked the 
real protection that these means afford to the 
value of other commodities that are being ex- 
changed with great profit elsewhere. And these 
investigators appear to have supposed that they 
had demonstrated the absurdity of all protection, 
even while the principle of protection itself, con- 
cealed by the means, eluded them altogether. 
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We have already shown that in a single com- 
munity the profit of an advantage of production 
cannot all be appropriated by the particular 
labor engaged in it, but that it must be given 
away in exchange and equally shared with all 
labor there ; and so it must be with the profit 
derived from the sale or exchange of this ad- 
vantage with other communities. 

No laborers upon Fertile Island can be in- 
duced to engage in an occupation that is unable 
to exchange its products as favorably as some 
other occupation into which they can enter, with- 
out being paid the equivalent to the advantage 
that the occupation they are asked to keep out 
of has over the one that they must engage in ; 
and Fertile Island, to limit the amount of com- 
petition in a gratuitous commodity in order to 
continue its exchange with the greatest profit 
elsewhere, must contribute an equal share of 
that profit to the labor that assists it in 
maintaining this profit and yet can obtain no 
share of it otherwise. Food labor must con- 
sent to a tax for the division of the profit of 
its advantage with shelter labor, in order to 
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prevent being taxed for the whole by its com- 
petition. Or, putting it in another form, so as 
to make clear this disputed point as to who pays 
the tax, it has consented to give up a part 
of the tax or profit that the labor of the un- 
favored community is paying it, in order that 
it may still be enabled to collect this tax or 
profit. 

It should be kept in mind that this transac- 
tion is capable of great wastefulness of labor. 
A community must understand that the- object 
desired is not to make any of its labor unpro- 
ductive or to produce scarcity, but to maintain 
the greatest profit of exchange and thereby 
make all of its labor more remunerative. If 
any part of its labor should be given a bounty to 
induce — and that would enable — it to produce, 
for instance, pineapples in a country unfavorable 
to their production it would reduce its profit 
of exchange in pineapples (as will be shown), 
and it would be equivalent to the waste of some 
part of its labor; but if it is employed in 
occupations of less, and down to those of equal, 
advantage, and not induced into occupations of 
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disadvantage, there will be no waste of labor 
to this community : for it would take a greater 
amount of labor in the occupations of less ad- 
vantage, and the same amount in occupations 
of equal advantage, to obtain the same quantity 
of the same commodities elsewhere. This is 
one of the important limitations of a protective 
principle. When a nation artificially causes the 
production of a commodity that may be ob- 
tained with less labor in production elsewhere, 
then it may be refusing the gratuities of some 
other country, which is a policy as fatal as it is 
to give away its own. 

It may then be making a ridiculous attempt 
to levy a tax upon another community that it 
cannot collect, and consequently must pay it- 
self, and this is the sort of tax that economists 
have demonstrated to be uncollectable, and from 
which they have generalized the law that no 
country can make another pay a tax — an error 
that all are liable to fall into of making a law 
broader than it has been established. 

A nation must not determine whether it has 
an advantage or disadvantage of production in 
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a commodity by comparing the value of that 
commodity with its value elsewhere. Barren 
Island and Fertile Island have equal advan- 
tages of production in shelter. If Fertile Isl- 
and should increase its value in that community 
by an import tax, in order to induce labor to 
enter that occupation, it would not make of it a 
commodity of disadvantage. It would still re- 
main one of equal advantage. The cost of labor 
to obtain a commodity (in production) in the 
community must determine whether it is one 
in which the community has an advantage or a 
disadvantage. 

Inadvertently we have permitted an unsup- 
ported opinion to assert itself, and as this was 
no part of our plan we must illustrate what we 
meant by refusing the gratuity of another coun- 
try. You remember we left the laborers of 
Fuel Island industriously working six hours 
daily to obtain food, and, with the gratuity of 
coal to assist them, four hours' additional labor 
only was required to produce their shelter ; so 
their standard was ten hours' daily labor. The 
standard of Barren Island, as we all remember, 
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is twelve hours — six hours' food labor and six 
hours' shelter labor. A laborer on Fuel Island, 
by working eight hours in shelter, could obtain 
what he consumed of shelter and have the prod- 
uct of four hours' shelter labor to take to the 
Barren Island market. As this quantity was 
just equal to six hours' shelter there, it would 
exchange for six hours' food labor and give 
him the food he needed ; so the standard of 
Fuel Island, when selling its gratuity, wias eight 
hours, arid the first to arrive at the Barren Isl- 
and market could exchange on this basis. 

Unfortunately, however, for the Fuel Island 
labor, they had a balance of population or com- 
petition as compared with Barren Island, just 
as, in our previous example, Fertile Island had 
after the arrival of the strangers ; and the great 
number of shelter laborers that must now press 
on to the Barren Island market for this favor- 
able exchange with food labor there will de- 
crease the value of shelter and make food labor 
there more profitable than shelter, and all gra- 
tuity must soon be thrown in, in exchange with 
the Barren Island food labor, and improve the 
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standard of that labor. Owing to this distribu- 
tion of population or competition, Barren Island 
is about to receive without cost all the gratu- 
ity that Fuel Island can provide, by which its 
standard of living will be raised to ten hours — 
the highest that the most productive labor in both 
countries can maintain. The shelter laborers 
of Barren Island may not be able to appreciate 
or understand that this great advantage must 
come to them, and may be forgiven if they, 
seeing the value of shelter decline, are blind to 
the good fortune that awaits them in agricul- 
ture, and they may demand that some protec- 
tion be furnished to their declining shelter 
industry. We refuse to assist them in this 
self-destruction. If they insist upon trying 
some system to keep labor employed in shelter 
upon Barren Island, when Fuel Island is offer- 
ing them all the gratuity of its shelter labor 
free, then the measure of their own injury will 
depend upon the degree of the success of their 
system. This Barren Island shelter labor may 
appeal to the government, and say that Fertile 
Island protected shelter labor with great suc- 
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cess, and a policy that benefited them must 
benefit Barren Island. The hard conditions of 
life upon Barren Island must make the govern- 
ment keen to see opportunities of advantage, 
and they would reply to the petition of their 
misguided shelter labor that Fertile Island gave 
a bounty to shelter labor as a means for main- 
taining or protecting the value of their gratuity 
so that they might continue selling it to Barren 
Island, and had they not been successful in 
that policy the people of Barren Island would 
be receiving it free now. But how different is 
the condition of Barren Island! No labor on 
this island has any gratuity to sell or give 
away, and this island can make no use of a 
policy to help it sell or to prevent its giving 
away something it does not possess; and if it 
hopes to profit it must devise a policy adapted 
to the situation. It may, under certain condi- 
tions, profitably exchange its labor with the 
labor of some more favored community that 
may be forced by the competition of its own 
labor to give away its gratuity, and Fuel Island 
is now offering this opportunity, which must 
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not be refused. It is to be regretted that Bar- 
ren Island must abandon its cherished shelter 
labor, but it regrets it the less as food labor 
now will so greatly improve its standard of liv- 
ing, provided it will accept the gift of that gra- 
tuity which Fuel Island offers. 

The people of these islands have been so 
loyal, and have so heroically withstood all 
temptation to move while undergoing the pain- 
ful operations to which they have been sub- 
jected, that it would be unfair to leave them 
without a Utopia to which they may retire 
when we no longer have occasion for their ser- 
vice, and we cannot properly leave this subject 
without the examination of exchange between 
these islands and a country with the combined 
advantages of the others, and more like the one 
we live in. Not far away may be found this 
most favored country, possessing the rich gra- 
tuities of both Fertile and Fuel Islands. But 
notwithstanding the combination of advantages 
which would permit it to maintain indepen- 
dently the highest standard of all, it cannot by 
exchange attain a higher standard than Fertile 
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Island, because the principal gratuity of both is 
the same, and the highest standard has already 
been shown to be obtainable only by exclusive 
employment in the occupation of greatest ad- 
vantage. 

Let us now suppose this country to be threat- 
ened with an unlimited competition; that is, 
placed in exactly the same situation that Fertile 
Island was in when the one hundred laborers ar- 
rived. Fertile Island was obliged to pay that 
extra labor a bounty of three hours to induce 
it to engage in shelter, because labor there 
must work six hours in production to obtain 
the same amount of shelter that it could obtain 
by exchange for three hours' labor; but here 
labor can obtain in production the same amount 
of shelter with four hours' labor that three 
hours' labor in exchange would do, and there- 
fore shelter labor requires to be provided with 
only one hour's labor or bounty to bring its 
standard up to that of food labor. And this 
shelter gratuity, which at first, under a limited 
competition, appeared so useless to this com- 
munity, when increased population came, which 
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threatened them with the loss of power to con- 
tinue the sale of their principal gratuity, became 
very important. 

And the two examples demonstrate that a 
government can most economically administer 
a restrictive policy by employing the labor that 
it desires to keep out of a principal gratuity 
first in the next less one, and so on, as neces- 
sity may compel ; and the employment of this 
labor in the less gratuities is not only the most 
economical employment of labor for this coun- 
try, but is an actual saving in the amount of 
labor it would require to produce the same 
amount of these commodities elsewhere. The 
government of a favored country, with instincts 
of protection and without full comprehension of 
this principle, may throw away in wasteful pro- 
tection a large part of the gratuity it saves by 
limiting competition. 
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CHAPTER V. 

VARIOUS SYSTEMS THAT DISTRIBUTE AND 
EQUALIZE THE PROFITS OF LABOR. 

We have found that it is the distribution 
of labor into occupations of greatest advantage 
consistent with maintaining the greatest total 
profit of them in exchange elsewhere that will 
give to all labor of a country the greatest 
amount of commodities for a given amount of 
labor, and it is evident that any system that a 
government may adopt that will distribute the 
labor of a community as effectively as we have 
shown the bounty system to be capable of may 
be employed for the purpose of protecting the 
value of gratuitous commodities. That an im- 
port tax, as, for example, upon shelter on Fer- 
tile Island, will maintain labor in that occupa- 
82 



Digitized by 



Google 



Various Systems that Equalize. 83 

tion is too plain to require illustration. Under 
this system the government increases the value 
of the commodity which it desires labor to be 
employed in, so that the profit of labor in its 
production will be equal to its profit in the 
commodities that it is desired it shall keep 
out of. Under the bounty system the govern- 
ment taxes the whole community to the amount 
of the gratuity that some part of its labor 
must sacrifice by doing the labor it is asked 
to perform, and pays it to it. An export tax 
upon the gratuitous commodities may be em- 
ployed to accomplish the same result. By this 
system all labor is deprived of any chance of 
sale of gratuities abroad, and then it will ex- 
change labor for labor at home, and no labor 
needs bounty or other protection. 

All three systems may be employed to dis- 
tribute labor and to equalize the profits of 
different occupations. But the import system 
is limited, and cannot be made to equalize the 
advantages of labor in different commodities 
that are being exported, which is not only very 
important, but absolutely necessary, to do, in 
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order to maintain the full value of and to ex- 
change elsewhere two or more advantages that 
differ in degree or percentage of profit. In 
order to reap all the profit that may be obtained 
by exchange elsewhere, a nation must direct its 
labor from the occupation of greatest percent- 
age of advantage, before that occupation has 
lost a part of that advantage, into the next less 
one, and this occupation must reap the profit of 
its advantage in exchange elsewhere before the 
third is entered, and so on down. But under 
the import system all the percentage of advan- 
tage that labor in one occupation has over its 
advantage in the next less one must be given 
away in exchange or capitalized before the less 
one can be exported at all ; for under this sys- 
tem equal taxation falls upon all commodities 
that are being exported, and taxation cannot 
be made to correspond to and equalize the 
profit of different occupations in exchange else- 
where (an export tax or a bounty upon exports 
is necessary to accomplish that), and labor must 
begin in the occupation of greatest advantage, 
and cannot take up the next less until all the 



Digitized by 



Google 



Various Systems that Equalize. 85 

advantage that the first has over it has either 
been given away in exchange or been capitalized. 
So that a nation employing the import tax only 
for the distribution of its labor must be giving 
away in exchange all the advantage that its 
labor may possess in any of the various com- 
modities that it is exporting that is greater 
than its advantage in that commodity that it is 
exporting in which its labor has the least ad- 
vantage of production, and also it must be sac- 
rificing all the profit that it might obtain by the 
exchange elsewhere of all commodities in which 
its labor has a less percentage of advantage 
than the profit of labor in those commodities 
that are being exported. 

To illustrate : suppose it should be discovered 
that the sand upon the shores of Long Island 
possessed a fertiUzing quality equal to the 
phosphates of other regions that cost twenty 
dollars a ton to prepare for the market. We 
should now become possessed of a new gratuity 
in which labor would have a great advantage of 
production. Owing to the unlimited quantity, 
and to the public right to take it, competition 
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must quickly reduce the price of this commod- 
ity to the amount in wages it cost to handle it. 
This gratuity would improve the standard of 
living in this country, because the same quan- 
tity of commodities that we were accustomed 
to have could now be obtained with a less 
amount of labor. It would also improve the 
standard of other countries equally (less that 
comparatively small percentage of advantage, 
represented by higher wages, that our labor 
possessed in the exchange of other commodi- 
ties that it exported), because all of the value 
of this commodity above wages paid must be 
given away in exchange elsewhere. Suppose 
the cost or wages paid for handling to be five 
dollars per ton, and the price at which the 
greatest amount of profit could be derived 
from its sale elsewhere to be fifteen dollars : it is 
evident that no import tax could be made to 
limit the production of this commodity to that 
quantity that would maintain this higher price 
or advantage; so that the advantage of ten 
dollars per ton that labor had in this occupa- 
tion greater than in other occupations must 



Digitized by 



Google 



Various Systems that Equalize, 87 

under this system be given away in exchange 
elsewhere. To maintain the value of this com- 
modity under the bounty system, the profits of 
all other occupations of labor in this community 
would have to be equalized to this most profit- 
able one ; wages would have to be trebled, and 
taxation increased, to correspond to the bounty 
paid: but if our government should place an 
export tax of ten dollars a ton upon this new 
fertilizer, its value would then be maintained, 
and the foreigner would pay for this gratuity, 
which would be still given away at home, and 
the standard of this country would be still 
further improved by the profit from its sale. 
The export tax upon gratuitous commodities 
has simplicity to recommend it, and the tax 
comes directly to the commodities that must 
supply the means to pay it under any system. 

Had this in many respects the most perfect 
of all systems of protection (because it falls 
directly upon the commodities in which the 
labor of a nation has its advantages of produc- 
tion, and by giving to each a suitable tax will 
limit the production and maintain the value of 
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these commodities to just that point that they 
will exchange with greatest profit elsewhere) 
been universally employed, perhaps the con- 
fusion that has clouded this subject would 
never have existed. Although the export tax 
may be employed in a way to reduce the profit 
of exchange, yet under this system no wasteful 
protection — that is, protection of commodities 
in which labor would have disadvantages in 
production — is likely to take place. Labor 
will not voluntarily take up occupations of dis- 
advantage so long as it can employ itself in 
those of equal or greater advantage and ex- 
change for the commodities in which it has dis- 
advantages. Had the labor of England been 
directed by this system of protection it would 
not have required the services of the economist 
to relieve it from the weight of its wasteful pro- 
tective policy. 

Under the export system of protection each 
commodity of advantage can have a tax to cor- 
respond with the amount of advantage. The 
foreigner would pay the laborer for his labor 
and the government for the advantage. With 
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labor in an occupation receiving full wages as 
compared with other labor in the community, 
and the government demanding what it consid- 
ered labor's advantage in the occupation, if 
then the foreigner refused the commodity at 
the price, the government could be certain that 
it had overestimated the advantage and must 
reduce the tax. The amount of export tax 
that will produce the greatest revenue accu- 
rately measures the greatest profit a country can 
obtain by the sale of its advantages. 

One might inquire how labor in a favored 
country under the export-tax system could 
maintain a higher standard than the labor of 
other less favored countries, and could still pro- 
duce and sell commodities of equal advantage 
at the same price as the foreigner, which in 
open competition, having no import duties, it 
must do. The cost of living would be less ; all 
this gratuity that outsiders were obliged to pay 
for would be thrown in to all labor at home. 
The price of all commodities in a community 
under this system would be as cheap as home 
and foreign competition could make it, and 
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all the commodities in which labor had an ad- 
vantage would be cheaper than elsewhere. La- 
bor would pay nothing for these advantages 
that it consumed, but the people of other coun- 
tries would be obliged to do so. This, then, is 
a policy of production as cheap as nature and 
labor combined will permit, all labor giving 
away in exchange at home all its advantages, 
with the power of the government to prevent 
giving them away in exchange elsewhere. 

Under the import and bounty systems the 
wages of labor appear to be greater than they 
are. Under the export system the wages of 
labor are greater than they appear to be. 

Every country selling gratuity, when it finds 
its population increased to that point where it 
must give a bounty to some labor in order to 
maintain the profit of exchange and the wages 
of all labor, must make the purpose clear to 
all labor, or contentions must ever continue. 
Friends and foes of protection alike have mis- 
taken the means for the end. The labor that 
receives the bounty naturally appears to be the 
object of protection ; but when it is understood 
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that labor receives this bounty simply to induce 
it to keep out of another occupation that is ex- 
changing its products with great profit else- 
where, then it becomes clear that the first pro- 
tected labor is only a means for securing the 
most profitable exchange for all labor. 'Bounty 
given to any particular labor simply for its own 
advantage, or that does not improve the stan- 
dard of all labor, or given in occupations of dis- 
advantage, or given when the greatest profit of 
exchange would be maintained without it, is in- 
defensible, and, instead of improving the stan- 
dard of labor, must reduce it. Nations, having 
misunderstood the true principle of protection, 
and having mistaken the means for the end, 
have adopted such wasteful and unnecessary 
restrictions that it is not surprising that the 
economists have not observed and separated 
the true from the false, and have meted out to 
both the most sweeping condemnation. 

It is always apparent to each individual in a 
community that is giving bounty to some labor 
to maintain the profit of exchange for the ad- 
vantage of all that he alone could make more 
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profitable exchange elsewhere than at home, 
just exactly as our trading hero could when he 
went alone among the islands that he visited ; 
but it is more difficult for him to see that if 
all the rest of the community were permitted 
to go with him this same favorable exchange 
could not be made. The tax is always before 
the eyes of the one who must pay it, but the 
profit of gratuity is not so apparent. The price 
of his commodity appears to him to be only the 
payment for labor. How frequently do you 
hear labor in gratuitous commodities lament 
that it has to sell in competition with the 
world and to buy in a restricted market ! It is 
difficult for one to understand that the quantity 
that is taken into that market of the world de- 
termines the price that will be paid for it, and 
that if other labor at home were not kept em- 
ployed by his patronage it must enter his occu- 
pation, increase the quantity of the commodity 
he is producing, take it with him to that same 
market where he is selling, and reduce the 
price^ and that both would now have to buy in 
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that market, and perhaps increase the price of 
commodities that they must purchase. 

The value of a commodity in a given market 
depends upon the whole quantity brought to it, 
and the price can be maintained at the cost of 
bringing it there by the least favored producer 
only just so long as the more favored producers 
do not bring a greater quantity than the market 
will consume at that price. Any greater quan- 
tity must reduce this price, and the favored pro- 
ducer must begin to give away gratuity. 

And a nation selling its gratuities must not 
fall into the prevailing error that cheap labor of 
itself gives an advantage of production to a 
community, and that all the products of cheap 
labor must or are likely to be gratuitous ones 
which should not be refused. We have de- 
scribed a gratuity of labor to be an advantage 
of production, and this advantage is what makes 
dear labor. Cheap labor has fewer advantages 
of production, and this is precisely why it is 
cheap labor. It may have escaped notice that 
in all these examples of exchange we have dear 
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labor on one side and cheap labor on the other. 
Fertile Island labor is dear and Barren Island 
labor cheap. Barren Island labor will work 
twelve hours for the same wages that Fertile 
Island will demand for nine. It is true that a 
country with cheap labor may have a commod- 
ity in which it has an advantage of production, 
and this commodity would be a gratuitous one, 
and the labor of that country is dearer than it 
would be otherwise; and the labor of other 
countries should not refuse these gratuities of 
labor whenever they are offered. On the other 
hand, a nation must not fall into the contrasting 
but equal error that the competition of cheap 
labor of other communities is something to be 
dreaded, and that it is the products of cheap 
labor that the labor of a more favored country 
requires to be protected against. 

To demonstrate the error of both of these 
positions, let us for a moment increase the 
population and competition, and capitalize or 
give value to the land of Barren Island. Labor 
here becomes cheaper still. Suppose the rent 
of that land to be three hours* labor. A laborer 
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must now work six hours daily to obtaun shel- 
ter, six hours for his food, and three hours to 
pay rent, making fifteen hours to obtain the 
same commodities that he formerly received for 
twelve hours* labor. This is equivalent to im- 
poverishing the soil to that extent, so far as 
Barren Island labor is concerned; but this 
cheapening of the labor of Barren Island, in- 
stead of giving to that community an advantage 
of production, makes the advantage of Fertile 
Island labor over that of Barren Island so much 
greater than before that Fertile Island labor can 
now sell its gratuity to this cheaper labor at a 
higher price. For example, the product of one 
hour's food labor on Fertile Island is now equal 
to the quantity that it will require three hours 
of labor on Barren Island to obtain ; so that a 
man who works five hours on Fertile Island, 
and takes his two hours' food surplus to Barren 
Island market, will find these two hours' food 
equal in quantity to six hours of Barren Island 
food labor, and therefore will exchange for six 
hours' shelter labor there. Thus Fertile Island, 
with a limited competition, can now live with 
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five hours* labor by the increased profit of ex- 
change with this very cheap labor. Fertile 
Island has everything to gain and nothing to 
lose by the competition of this cheap labor. 
Increased population and competition upon 
Barren Island can only increase Fertile Island's 
advantage, and Fertile Island has only to fear 
increased population and the competition of its 
own labor for the profit of that advantage. 
Fertile Island labor must exchange with the 
cheap labor of Barren Island to the limit of 
maintaining the profit of its advantage. If it is 
permitted to do more, it will raise the standard 
of that cheap labor and reduce its own. 

If two commodities, say brushes and brooms 
(equal quantities being consumed), were of un- 
equal advantage compared with other commod- 
ities of shelter, and Fertile Island should have 
fifty percent, advantage in brushes, and Barren 
Island an equal advantage in brpoms, this cir- 
cumstance would not alter our example in the 
least until Fertile Island is made too populous 
to permit all of its labor to exchange food 
with the greatest profit elsewhere; but when 
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on this account Fertile Island must limit the 
exchange of food (at one hundred percent, 
advantage) in order to maintain the value and 
profit of it, this advantage in brushes and dis- 
advantage in brooms would become important 
factors in determining the means of limitation 
that it should adopt. Of necessity it must now 
refuse some product of Barren Island's cheap 
labor in order to give employment to its own 
surplus labor, which must be kept out of food. 
To equalize the profit of different occupations, 
some one of which this surplus labor must now 
be induced to enter, it would require fifty per- 
cent, in brushes, one hundred percent, in shelter 
(from which we will now exclude brushes and 
brooms), and one hundred and fifty percent, in 
brooms. 

If a bounty of fifty percent.* is given to enter 
brushes, the occupation can be taken up, and 
with a greater surplus of labor than it requires 
to make the brushes that are needed at home a 



* That is, equal to fifty percent, of the profit of exchange of 
food labor. Bounties and taxes will be calculated in the value 
of labor in the production of shelter. 
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profitable exchange with Barren Island shelter 
labor may begin, exchanging brushes for shel- 
ter; Fertile Island labor can obtain fifty per- 
cent, more shelter by working in brushes and 
exchanging for shelter. 

When the limit of profit of exchange in 
brushes is reached, one hundred percent, bounty 
must be paid to induce labor to begin in shelter, 
and all surplus labor must be employed in these 
occupations of equal advantage, that is, advan- 
tage equal to the advantage of communities 
most favored in the occupation. Bounty need 
go no further, for Fertile Island labor will not 
buy brooms (a commodity of disadvantage) 
elsewhere unless at a less cost of labor than 
it costs labor to obtain them at home, and the 
only chance of obtaining any part of the profit 
of Barren Island's advantage in brooms is by 
exchange with it. All commodities of disad- 
vantage desired by this community that have 
not already been obtained by the exchange of 
food and brushes elsewhere must now be ob- 
tained by the exchange of shelter. 

It might occur to one that increasing the ex- 
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change of shelter elsewhere might reduce its 
value, and that the loss to the community 
would be as great as increasing the exchange 
of food or brushes would do ; but the value of 
shelter cannot be reduced (and maintained be- 
low the cost of labor to obtain it in production 
elsewhere so long as that production is con- 
tinued at all elsewhere), as it is already at the 
cost of labor of obtaining it in the favored com- 
munity. The value of food may be reduced 
nearly one half, and brushes nearly one third, 
and still there will be a profit of labor in both 
of these commodities, because their price will 
still be above the cost of labor to obtain them 
in the favored community; but the value of 
shelter cannot be reduced at all without bring- 
ing it below the cost of labor to obtain it in the 
favored community. 

If a commodity of equal advantage be one 
in which rent is a component part of value, 
increasing its exchange elsewhere will increase 
the cost of labor to obtain it at home, and re- 
duce the cost of labor to obtain it in produc- 
tion elsewhere; but this would make of it a 
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commodity of disadvantage, which would ex- 
clude it from our commodities of shelter. 

The value of a commodity cannot be main- 
tained above the cost of labor to obtain it in 
the unfavored, or below the cost of labor to 
obtain it in the favored, community. 

If a community is so limited in variety of 
production that it cannot find occupations of 
less and not below equal advantage in which to 
employ its surplus labor, it must then of ne- 
cessity enter occupations of disadvantage, or 
must employ more labor in occupations of ad- 
vantage than it is possible to do without re- 
ducing the profit of them, the doing either of 
which must reduce its profit of exchange and 
standard of living. 

It is evident that an export tax of one hun- 
dred percent, upon food and fifty percent, upon 
brushes would accomplish the same distribution 
of labor we have just described, and with the 
same profitable result. Being, however, sub- 
jects of the import system, we are more inter- 
ested to know its capabilities. An import tax 
of fifty percent, on brushes will induce labor to 
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produce the brushes required at home, for other 
labor in this community must then pay fifty 
percent, bounty to brush labor in the price of 
their brushes; but brush labor could not col- 
lect any bounty in the price at which it must 
sell brushes elsewhere, and the profit of food 
in exchange elsewhere would be fifty percent, 
greater than brushes, so that brushes cannot be 
exported from this community and the profit of 
that advantage obtained until the profit of labor 
in food is reduced to its profit in brushes. The 
profit of exchange of this advantage in brushes 
cannot be secured under the import system 
until the excess profit of food has been given 
away in exchange or capitalized. 

Therefore more labor than otherwise must 
be directed into shelter — an occupation without 
profit and which will require an import tax of 
one hundred percent, to induce labor to enter 
it — and it is evident no shelter can be exported 
until both food and brushes are exchanging 
without profit elsewhere. So that if this com- 
munity should desire more brooms (commodi- 
ties of disadvantage) than it can obtain by the 
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exchange of food elsewhere at the full profit of 
that advantage, it has only the choice between 
giving up a part of that advantage and placing 
a duty upon brooms of one hundred and fifty 
percent, and producing them at home at a loss ; 
a choice only between surrendering a part of its 
profit of exchange of food or of brooms. 

Of the one hundred and fifty percent, that 
must be added to the value of brooms in order 
to induce labor into that occupation of disad- 
vantage, one hundred percent, is necessary to 
divide the profit of food with broom labor, but 
the fifty percent, is required to divide the loss 
of that labor with all other labor there. 

Under this system a community cannot ex- 
port a commodity of less profit until the profit 
of labor in every other commodity of greater 
profit has been reduced to its level. Conse- 
quently it can derive no profit from the ex- 
change of its less advantages so long as a con- 
siderable part of the profit of greater ones is 
being maintained, and increasing population 
must be forced into occupations of disadvan- 
tage in order to maintain this considerable part 
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of the greater ones. The error of a community 
is great when it refuses to sell brushes at a 
profit, and insists upon making brooms at a loss. 
When the import tax is employed it must be 
supplemented with a bounty upon exports that 
will equalize the profits of labor in exportation 
of all commodities of advantage, in order to 
make it possible to exchange all the advantages 
of a community with the greatest profit else- 
where. 

It is plain that a bounty upon brushes and 
shelter would induce exportation and overcome 
the present difficulty, and it must be kept in 
mind that a bounty (unless given before the 
limit of profit in occupations of greater advan- 
tage has been reached, or given in an occupation 
of disadvantage) does not represent a cost to be 
deducted from the profit of exchange, but sim- 
ply represents the difference in the profits of 
two occupations, and is only a means for the 
division of the greater profit. The profit to 
this community by the exchange of brushes is 
fifty percent., notwithstanding brush labor is 
paid a bounty of fifty percent, to make the 



Digitize;^:! by 



Google 



I04 The Wealth of Labor, 

profit of labor in brushes equal to the profit of 
labor in food. Shelter must be paid one hun- 
dred percent., because the profit of food is that 
much greater, and when it becomes necessary 
to employ labor in it this bounty will not re- 
duce the profit of exchange. The payment of 
any greater bounty, as the one hundred and 
fifty percent, necessary to induce labor to take 
up brooms, is quite another matter. Fertile 
Island labor can obtain fifty percent, more 
brooms by working in shelter and exchanging 
for brooms, and that part that it might obtain 
of the profit of exchange of Barren Island's ad- 
vantage in brooms, it must lose by refusing to 
exchange for them; therefore this occupation 
of disadvantage cannot be carried on in this 
community without loss. As this loss would 
otherwise fall upon the labor engaged in their 
manufacture, it must be paid a bounty of fifty 
percent, to cover that loss. Labor in brooms 
must receive a bounty of one hundred percent, 
in order to share the profit of food, and an ad- 
ditional bounty of fifty percent, in order that 
other labor may be made to share its loss in 
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brooms. Bounty may, but never should, be 
given that will reduce the profit of exchange. 

From this and previous examples it must now 
be plain that the greatest amount of labor should 
be employed in occupations of greatest advan- 
tage, and be enabled to exchange elsewhere, con- 
sistent with maintaining the greatest profit of 
these occupations. 

Having shown upon what circumstances de- 
pended the greatest profit to Fertile Island in 
the exchange of its advantage of production, 
representing Barren Island passively submitting 
to the unlimited competition of its own labor for 
the profit of that same advantage, we must now 
consider what effect Barren Island's resistance 
to the restrictive policy of Fertile Island might 
have upon the division of the profit of that ad- 
vantage ; that is, the effect of limiting the com- 
petition of the labor of Barren Island for the 
profit of Fertile Island's advantage. 

We have defined protection to be " the pro- 
tection of the value of commodities in which 
labor has advantages of production in order to 
exchange these commodities most profitably 
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elsewhere." This exchange is commonly di- 
vided into two separate ones : the sale or ex- 
change of these commodities for a medium of 
exchange, and the purchase or exchange of this 
medium for other commodities. The sale and 
purchase may be independent of each other as 
to time and place, and protection relates to, and 
its definition might be more properly limited to, 
the sale of these commodities with the greatest 
profit elsewhere. Another class of restrictions 
may be employed (but with less chance of suc- 
cess, as will be shown) for depressing the value 
of commodities that a nation desires to purchase 
elsewhere. This policy should have a name 
(other than protection, which is a misnomer), 
and might properly be called depression^ and it 
should be considered independently in order to 
determine its value. As it must be admitted 
that a nation cannot maintain (above the cost 
of labor to obtain it in production in the unfa- 
vored community) the value of a commodity in 
which its labor has no advantage of production, 
and continue to sell it, also that it cannot de- 
press (below the cost of labor to obtain it in 
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production in the favored community) the value 
of a commodity in another community in which 
that community has no advantage of production, 
and continue to purchase it, we have only to 
consider the depression of those commodities 
in which another community has advantages of 
production in order to obtain a greater share of 
the profit of exchange of them or in order to 
purchase cheaply elsewhere. 

In our former example of free exchange be- 
tween Fertile Island and Barren Island, owing 
to the balance of competition upon Barren Isl- 
and, the one thousand food laborers of Fertile 
Island (before the strangers arrived) could ex- 
change with Barren Island shelter labor with 
the full profit of their advantage of production. 
Suppose under these circumstances that Barren 
Island should induce one hundred shelter la- 
borers to enter agriculture. This increase in 
the production of food would reduce the value 
of it upon Fertile Island as effectually as in- 
creased production at home would do, and then 
shelter must be produced and gratuity given 
away as before. By this restrictive measure 
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Barren Island would force upon Fertile Island 
an unlimited competition, and thereby obtain 
the full profit of exchange of Fertile Island's 
advantage of production. From this and our 
former example alone it would appear that a 
nation in exchange with another that had an 
advantage of production might have an equal 
chance with the possessor of obtaining the 
whole profit of its exchange. But Fertile Isl- 
and can induce as before one hundred laborers 
to shift from food to shelter, and continue the 
sale of its advantage. Opposing restrictions 
may now be successively adopted by each that 
would end in no exchange between them, though 
Fertile Island cannot be forced to concede any 
greater share of the profit of that advantage, 
than it may consent to, even though Barren 
Island may prevent all profit of the exchange 
of it between these two communities by refus- 
ing to exchange at all. 

Private or individual advantage enables one 
to determine how exchange must be carried 
on in a single community, and with free ex- 
change between two communities it may be de- 
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termined in the same manner ; but when com- 
munities adopt a restricted policy of exchange, 
national advantage or policy must determine 
how they will exchange. They necessarily 
become units, and exchange as individuals; 
but how two individuals will exchange that are 
not compelled to exchange at all is beyond 
the power of demonstration. A would have 
sold his horse for five hundred dollars had he 
not been informed that B would have paid 
seven hundred and fifty had he not known that 
A would have sold for five hundred. Who can 
determine the value of this animal or how these 
two men will exchange ? But let C, D, and E 
appear, who desire it at the higher price, and the 
problem is quickly solved by this competition. 

With food upon Fertile Island having a value 
of one cost of labor to obtain, and upon Barren 
Island the value of a greater cost of labor to 
obtain, and neither absolutely dependent upon 
the other, and both privileged to adopt any 
measure that they thought would most likely 
secure to them the greater share of this possible 
profit in exchange, if' we should be required to 
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determine how they eventually would exchange 
before we were allowed to proceed farther, we 
should have to dwell on this point forever. But 
fortunately for the subject, it is not left with 
these two communities to settle, and must be 
determined by the whole alphabet of Barren 
Islands who will compete for the profit of Fer- 
tile Island's advantage of production. 

Barren Island may still refuse to purchase, 
but it cannot prevent the sale of this advantage 
to other communities, and the interest of Fertile 
Island remains, as we have before demonstrated, 
to maintain the value of this advantage in order 
to exchange with the greatest profit elsewhere, 
and the interest of Barren Island, unless it be 
without the effective competition of other com- 
munities for the profit of Fertile Island's advan- 
tage, must be to exchange freely with it at the 
profit which Fertile Island must concede in 
order to obtain the greatest total profit of ex- 
change. For a nation that attempts to reduce 
the advantage of another, unless it be without 
the effective competition of other communities 
for the profit of that advantage, by limiting its 
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own demand for it, will accomplish it, if at all, 
at a cost greater than the profit derived, and 
the principal advantage gained by the reduction 
in price would be reaped by other nations who 
were purchasers of the same commodity. 

Stopping here, it might be thought that we 
had overlooked the effect of competition of 
other Fertile Islands ; but there are none. An 
advantage of production can have no effective 
competition except by the labor of the com- 
munity possessing it. It is limited or deter- 
mined by the competition of other communities, 
but as soon as a fraction of an advantage is in 
competition, that fraction ceases to be a part of 
the remainder, which then becomes the advan- 
tage of production. 

An advantage of production of labor may 
disappear, but so long as it exists at all it is 
without competition. An advantage of pro- 
duction of the labor of a community is that 
advantage which remains after the competition 
of other communities has been expressed. 

We have employed the advantages of pro- 
duction of Fertile and Fuel Islands to represent 
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absolute ones. If we should introduce a Uto- 
pian country possessing the equal advantages of 
both in competition with them for the profit of 
exchange, the advantages of all three would 
disappear and remain useless to us and to these 
communities, so far as exchanging them with 
profit of labor is concerned, until some circum- 
stance arose that prevented the effectual com- 
petition of them. Separating Utopia from the 
group, let us suppose, and the assumption will 
seem natural from the time we have given, that 
great increase of population has come to the 
rest, capitalizing the gratuity of Fertile Island's 
soil and Fuel Island's mines, and reducing the 
advantages of production of labor of these isl- 
ands to the level of Barren Island. It is evi- 
dent, as these gratuities have become com- 
pletely capitalized, that both food and shelter 
are being produced in communities unfavored 
respecting them. If we now bring Utopia, 
with its vast fertile domain and rich coal-de- 
posits and limited population, into exchange 
with the rest, we shall discover that notwith- 
standing its labor is no more productive than 
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the food labor of Fertile Island or the shelter 
labor of Fuel Island, yet its labor, on account 
of less rent, can obtain more of both food and 
shelter for the same amount of labor, and its 
labor now again has an advantage of produc- 
tion in both of these occupations, and can ex- 
change them with great profit with these other 
communities which have exhausted their power 
to compete further for the profit of exchange 
of these advantages. 

With increasing population in this most fa- 
vored country we may observe the phenomenon 
of labor losing its share of these advantages 
which are capable of capitalization. At first it 
receives nearly the whole profit of them, but a 
competition for the privilege of their use soon 
follows that increases the rent of that privi- 
lege and reduces labor's share of the product. 
Greater competition for the profit of exchange 
will reduce the value of this diminished share, 
until nearly the whole profit is divided between 
rent and other communities. 

When we see the rent of a privilege increas- 
ing, and the value of it declining, it necessarily 
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follows that labor is losing an advantage of 
production. 

(Paradoxical as it may appear, it is true that 
the rent of a privilege may increase and at the 
same time the value of it decrease. The rent 
for the privilege of obtaining from the soil may 
be advancing when the value and profit of ex- 
change of the products obtained from it are de- 
clining, and this is likely to be the case in newly 
developed countries before the shares of rent 
and labor have been equalized with those of 
other communities, and under these circum- 
stances the increased rent and the reduced 
profit of exchange both come out of the share 
of labor.) 
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CHAPTER VI. 

THE CONSIDERATION OF CAPITAL AND 

CAPITALIZATION BEFORE A FINAL 

DEDUCTION CAN BE MADE. 

I PROMISED relief from all unnecessary con- 
sideration of capital, and so far might excuse 
the apparent introduction of it not only on the 
ground of necessity, but on the ground that the 
capitalization of a gratuity of nature or an ad- 
vantage of production is not capital. Capital 
has been described as accumulated or stored- up 
labor, and as such, the right of individual pos- 
session, the right of sale, and the right to loan 
for a consideration have been ably and success- 
fully defended, but this definition of capital 
does not include the capitalization of an advan- 
tage of production of labor or a gratuity of na- 
ture. It cannot be said that this subject is dis- 
"5 
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posed of without inquiry into the nature of this 
capitalization of gratuities, upon what it depends, 
and its effects upon labor and exchange. 

Land on Fertile Island, owing to the quantity 
of it, has no value. Suppose you limit the 
quantity of that land to a little above the quan- 
tity being used, still it may have no value. Now 
let exchange with Barren Island begin. Food 
labor from Fertile Island at once exchanges with 
great profit. The shelter labor of Fertile Island 
must begin to shift into food labor there, and 
soon there is no land for the belated shelter la- 
bor to work upon. Then demand for land gives 
it a value, and rent must begin, and this rent 
must soon equal just the amount of the gratu- 
ity or advantage of that soil. The gratuity has 
now all been capitalized, and the labor of Fer- 
tile Island has lost its advantage of production. 
The labor of this favored community has not 
only lost the power of selling this gratuity, but 
must now purchase it itself on the same terms 
that it formerly sold it to others, and its stan- 
dard thereby be reduced to twelve hours, the 
standard of Barren Island. 
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So that had the rich soil of Fertile Island 
been limited^ the arrival and competition of the 
one hundred strangers would have threatened 
the labor of that community with a still greater 
calamity. With an unlimited advantage, labor 
can be deprived of the profit of its exchange 
only by increased competition. But with a 
limited one capable of capitalization, increased 
competition or population must capitalize it, and 
deprive labor of the gratuity itself. 

Fortunately for the labor of Fertile Island, 
the same means formerly employed, of inducing 
this added labor to engage in shelter, will oper- 
ate to avert this second disaster by preventing 
or modifying that increased demand for land 
and that capitalization that otherwise must take 
place ; so it appears that a restrictive measure 
that limits the production of a gratuitous com- 
modity, and maintains its value so that it can 
be most profitably exchanged elsewhere, also 
operates to prevent an increase in the capitaliza- 
tion of the gratuity itself (if it be one capable of 
it). And now it is developed that the interest 
of labor and the interest of the capitalization 
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of an advantage of production (or rent) are dia- 
metrically opposed to each other. But this 
capitalization of a gratuity must not be con- 
founded with other capital defined as stored-up 
labor. 

The capitalization of the gratuity of the soil 
of Fertile Island forces labor to give up a part 
of the product of which it formerly received the 
whole, and gives to labor no advantage whereby 
it may increase that product, and consequently 
reduces its standard ; but the capital of stored- 
up labor will increase the product of Fertile 
Island labor more than the share of that product 
that it must pay for its use. The food labor 
of that island, with the assistance of capital in 
improved agricultural implements, might pro- 
duce as much food in one hour as it formerly 
obtained in three, and could pay the product 
of one hour's labor for these appliances and yet 
obtain its food with two hours' labor and thus 
improve its standard one hour by and after pay- 
ment for the use of this capital. And labor 
will obtain the use of this capital at a lower 
price (for a less share of its products) with 
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every increase of it, and therefore, in its own 
interest, must favor the accumulation of it. 

We may eliminate this capital of stored- up 
labor from our subject, as it can only modify 
{by increasing) the advantages of production of 
labor employing it. It is one of the factors 
that determine the advantages of production of 
labor, but cannot alter the principle upon which 
they may be most profitably exchanged else- 
where. It is too plain to need further consider- 
ation, that maintaining the greatest total profit 
of exchange would operate to increase the ac- 
cumulation of coital and labor's share of the 
very advantages that were being maintained. 

We might for the same reasons eliminate 
capitalization of a gratuity, as it can only modify 
(by diminishing) the advantages of production 
of labor, and cannot alter the principle upon 
which advantages, may be most profitably ex- 
changed; and maintaining the greatest profit 
of exchange of advantages that are capable of 
capitalization also operates to maintain labor's 
share of these advantages. But it is clear that 
the capitalization of a gratuity is a compensating 
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factor whereby a community as a whole may 
maintain the profit of its sale in foreign ex- 
change after the labor of that community has, 
by competition, been deprived of it, for capital- 
ization takes up this gratuity, commences its 
sale to the labor of the same community, and 
continues its sale to the labor of other com- 
munities; and we must know to what extent 
this capitalization may be relied upon to main- 
tain the most profitable exchange of an advan- 
tage of production before we can be certain 
whether (considering the community as a whole) 
any limitation of the competition of labor is 
necessary to maintain the greatest profit of ex- 
change of an advantage of production. 

It is evident from the foregoing illustrations 
that after a gratuity has become completely 
capitalized no part of it will be thrown in or 
given away to the labor of the same or any 
other community, even if no restrictive mea- 
sure be adopted ; therefore a community (as a 
whole) could lose no advantages it possessed 
under free exchange if all its advantages of 
production were immediately to become com- 
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pletely capitalized (except in so far as the title 
to them might be held elsewhere). Labor, it 
is true, would lose its share in them, but they 
would still be in possession of individuals who 
would continue the sale and profit of exchange. 

But if complete capitalization does not take 
place, the uncapitalized part remains the advan- 
tage of labor, and (with unlimited competition) 
must be given away in exchange to the labor 
of other communities. Under free exchange 
the capitalization of the advantages of produc- 
tion of labor is the only factor upon which a 
community with an unlimited competition can 
rely to prevent giving away those advantages to 
other communities. 

The capitalization of an advantage of produc- 
tion of labor depends upon its limitation. If it 
is absolutely unlimited, it cannot be capitalized 
at all. If it is great compared with the amount 
of labor that can engage in it, its capitalization 
must be small. If it is comparatively limited, 
its capitalization will be proportionately great. 
Only in the more limited gratuities, then, can 
this capitalization be relied upon by a nation to 
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maintain its advantages of production. In the 
less limited ones it will be of some service, and 
in the unlimited ones of no use at all. 

The introduction of these elements, capital 
and capitalization, into our examples has not 
destroyed their value. It has only increased 
the force of their results with respect to labor 
possessing an advantage of production ; for the 
same competition that will deprive labor of the 
profit of its sale may also induce capitalization 
that will deprive labor of the advantage itself, 
and it has only modified their results with re- 
spect to the community as a whole in the de- 
gree that capitalization ensues. 

It is now clear that no capitalized advantage 
can be wrested from the community possessing 
it, and that the policies of contrasting countries 
respecting the degree of capitalization of an 
equal natural privilege must, in their own in- 
terests, be just the reverse of each other as to 
limiting competition in it. 
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CHAPTER VII. 

EXCHANGEABLE VALUE IN A COMMUNITY 
DETERMINED BY THE COST OF LA- 
BOR TO OBTAIN IN PRODUC- 
TION THERE. 

It might be thought that in the exchange of 
labor all of the essential principles that govern 
the complex international exchanges of modem 
communities have not been disclosed. Adam 
Smith declared that labor was the real measure 
of the exchangeable value of all commodities, 
and had this great master consistently made 
use of this standard measure of value, his ser- 
vice to science might have been even greater. 
The only apparent reason for his not doing so 
was failure to find the rule of proportionate 
amounts of labor that determine the exchange- 
able value of commodities. 
123 
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" Every man is rich or poor according to the 
degree in which he can afford to enjoy the 
necessaries, conveniences, and amusements of 
human life. ... It is but a very small part of 
these which a man*s own labor can supply him. 
The far greater part of them he must derive 
from the labor of other people, and he must be 
rich or poor according to the quantity of that 
labor which he can command. . . . The value 
of any commodity, therefore, to the person who 
possesses it, and who means not to use or con- 
sume it himself, but to exchange it for other 
commodities, is equal to the quantity of labor 
which it enables him to purchase or command. 
Labor, therefore, is the real measure of the ex- 
changeable value of all commodities.*' 

If this quotation from the " Wealth of Na- 
tions *' is carefully considered it will be seen 
that this rule of measure cannot properly be 
deduced from the premises, for if one is rich or 
poor according to the quantity of " the neces- 
saries, conveniences, and amusements of human 
life '' he can command, it does not follow that 
he is rich or poor according to the quantity of 
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some one of them that he can command, unless 
they have a fixed relative exchangeable value 
— which is not shown and is not true. 

If the value of a commodity is equal to some 
proportionate quantity of a variety of labors 
that it will command, its value cannot be equally 
measured by the quantity of one labor it will 
command unless it will command an equal 
quantity of each. 

If every man is rich or poor according to the 
necessaries, conveniences, and amusements of 
life that he can command ; the wealth or pov- 
erty of labor must depend upon the quantity of 
these that labor can command ; and if the amount 
that a laborer can command may be measured 
by the amount of labor that he can command, 
as he can always command the same amount of 
his own and an equal aniount of some other, he 
should always be able to command the same 
amount of the necessaries, conveniences, and 
amusements of life. 

"The power which that possession imme- 
diately and directly conveys to him is the power 
of purchasing a certain command over all the 
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labor, or over all the produce of labor, which is 
then in the market. His fortune is greater or 
less precisely in proportion to the extent of this 
p>ower, or to the quantity either of other men's 
labor, or, what is the same things of the produce 
of other men's labor, which it enables him to 
purchase or command. The exchangeable value 
of everything must always be precisely equal to 
the extent of this power which it conveys to its 
owner.*' 

Passing over the reaffirmance that the value 
of a possession is determined by a certain com- 
mand it has over all the labor or over all the 
produce of labor, and also can be measured by 
the quantity of any labor or produce of any 
labor it can command, and noticing only that 
labor and its products are now declared to be 
equivalents, or that one is rich or poor accord- 
ing to the amount of labor he can command, 
and equally rich or poor according to the 
amount of its products he can command, it will 
be seen that it must follow that labor and its 
products have a fixed relative value, and there 
could be no change in the amount of labor's 
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products or the share that labor receives of 
them. 

A possession, exchanging for quantities of 
these different products of labor of equal value, 
would command very unequal amounts of labor 
according to the proportionate shares that dif- 
ferent labors receive of its products. In ex- 
changing for one bushel of oysters and two 
bushels of clams, both of equal value, it might 
command, as we have shown, only one third of 
the amount of labor with oysters as with clams, 
Which of these different amounts of labor would 
measure its value? Measured by the amount 
of labor it would command with different com- 
modities, it would have as many values as there 
were commodities in which labor received differ- 
ent proportionate shares of its products. Mea- 
sured by the amount of labor it would command 
with a commodity in which labor received the 
whole of its products would not determine its 
exchangeable value with other commodities in 
which labor received only a share of its pro- 
ducts. 

Labor, or a commodity that labor in produc- 
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tion received the whole of, would under any 
circumstances command an equal amount of 
other labor that received the whole of its pro- 
ducts, but it would command a different pro- 
p>ortionate amount of some other labor with 
every variation in the share that this labor re- 
ceived of its products; so that the wealth of 
labor, or a possession, measured by ** the neces- 
saries, conveniences, and amusements of human 
life '* it could command, might change with 
every variation in the share of them that any 
labor producing them received of its products, 
and yet, measured by the amount it could com- 
mand of any labor producing them that re- 
ceived the whole of its products, would not 
change at all. 

Mr. Smith commenced by showing value to 
be "the necessaries, conveniences, and amuse- 
ments of human life '* — not one but all of them 
— and degree of wealth was determined by its 
power to command (in some proportionate 
amounts) all of them, and this power would be 
equally measured by the quantity of labor it 
would command. Unless a given quantity of 
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labor would invariably exchange for some and 
the same proportionate amounts of them, labor 
cannot be employed as a measure of this power 
or value. The power of wealth or labor to 
command *' the necessaries, conveniences, and 
amusements of human life" cannot be accu- 
rately measured by anything it can com- 
mand except "the necessaries, conveniences, 
and amusements of human life'* until some- 
thing be found that has a fixed relation to this 
value. No evidence need be presented to show 
that labor does not have this fixed relation, and 
it is expressly declared in the following quo- 
tation : 

'* Equal quantities of labor at all times and 
places may be said to be of equal value to the 
laborer. He must always lay down the same 
portion of his ease, his liberty, and his happi- 
ness. The price which he pays must always 
be the same, whatever may be the quantity of 
goods which he receives in return for it. Of 
these, indeed, it may sometimes purchase a 
greater and sometimes a smaller quantity, but 
it is their value which varies, not that of the 
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labor which purchases them. Labor alone, 
therefore, never varying in its own value, is 
alone the ultimate and real standard by which 
the value of all commodities can at all times 
and places be estimated and compared.'* 

The premises now have been completely 
changed. Formerly the standard of value was 
the necessaries and conveniences of life. Now 
it is labor, and labor's value does not depend 
upon the amount or its share of its products, 
or its exchangeable value at all, but upon the 
cost of ease, liberty, and l^ppiness to the la- 
borer. These new limited premises properly 
limit this rule of measure to the value of labor ^ 
and it now must be admitted that the value of 
a commodity in labor^ and its exchangeable 
value in labor ^ can be measured by the quantity 
of labor it will command; and the power of 
wealth to command the ease, liberty, and hap- 
piness of laborers can be measured by the 
quantity of labor it can command. 

(Under this rule, the measure is strictly lim- 
ited to labor commanded directly and not 
through its various products; otherwise there 
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would be the same variety of measures as be- 
fore.) 

This rule of measure, stripped of the show of 
power with which subtle fallacy clothed it, is 
of less importance, for it can only measure the 
value of the products of labor in labor (after 
their value in labor has been determined by 
some proportionate amounts of labor that this 
rule of measure has no power to disclose), pre- 
cisely as their value (or the value of labor) can 
be measured in the value of any commodity by 
the amount of it they can command. And la- 
bor measured by its power to command any or 
all " the necessaries, conveniences, and amuse- 
ments of life " varies in value, like commodities, 
with changes in the conditions of production 
and exchange ; and unless it can be shown that 
labor varies in this value less than some com- 
modity, labor would have no advantage over it, 
under this rule, as a measure of this value or 
power. 

An overestimate of the capabilities of this rule 
of measure perhaps prevented Adam Smith's 
formulating a rule of proportionate amounts 



Digitized by 



Google 



132 The Wealth of Labor. 

of labor that determine the exchangeable value 
of and exchange with the products of labor. 

Referring to ' the " component parts — labor, 
profit, and rent" — that make up the price or 
value of commodities, he says : " The real value 
of all the different component parts of price is 
measured by the quantity of labor which they 
can each of them purchase or command. La- 
bor measures the value not only of that part of 
price which resolves itself into labor, but of that 
which resolves itself into rent and of that which 
resolves itself into profit." 

It is not enough to know that the value in 
labor of the component parts of price of com- 
modities may be measured by the amount of 
labor that they together or separately may 
command, for they might perhaps all as use- 
fully be measured by anything else that they 
could command. It is more essential to know 
what determines their value i7i labor and conse- 
quently the amount of labor that each and all 
of them will command. 

Mr. Smith observed that in a primitive com- 
munity the exchangeable value of all commod- 
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ities would be proportionate to the amount of 
labor required to produce them, and that after 
the accumulation of stock and appropriation of 
land this would not be the case (Bastiat did not 
appear to notice this), but apparently failed to 
see that in both and all cases (in the same com- 
munity) the exchangeable value of the products 
that labor continued to obtain in production 
there would be proportionate to the cost of la- 
bor to obtain them, and amounts of labor would 
exchange with them proportionate to the shares 
that labor in production obtains of them, and 
that the value of all the component parts of 
price must be proportionate to the cost of labor 
to obtain labor's part ; otherwise he would not 
have limited his statement that " the proportion 
between the quantities of labor necessary for 
acquiring different objects seems to be the only 
circumstance which can afford any rule for ex- 
changing them for one another," to ** that early 
and rude state of society which precedes the 
accumulation of stock and the appropriation of 
land,'* for this limitation was altogether unnec- 
essary. 
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The introduction of stock and rent into the 
primitive community can in* no way alter the 
principles of exchange of labor or its products, 
as the accumulation of stock and appropriation 
of land simply alter the conditions under which 
labor acquires or obtains them, and do not affect 
the principle of exchange of them any more 
than different natural conditions under which 
labor might obtain its products would do. 

Labor may obtain more or less, as the case 
may be, under these new conditions, just as it 
would under varying natural conditions ; but it 
exchanges proportionate to that which it can 
itself obtain for a given amount of a given qual- 
ity of labor, whatever be the conditions under 
which it obtains them. 

The fact that labor obtains the whole of its 
products in a primitive society, and less than the 
whole after the accumulation of stock and the 
appropriation of land,*^ can in no way affect the 
principle of the exchange or value of them 
being proportionate to the cost of labor to obtain 
them. For illustration we will introduce stock 
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and rent into Mr. Smith's example of exchange 
of labor in a primitive community. 

*' If among a nation of hunters it usually 
costs twice the labor to kill a beaver which it 
does to kill a deer, one beaver should naturally 
exchange for two deer. It is natural that what 
is usually the produce of two days' labor should 
be worth double of what is usually the produce 
of one day's labor." 

In this example deer and beaver would ex- 
change proportionate to the amount of labor it 
required to kill or produce them, and as hunt- 
ers obtain (for themselves) all that they kill or 
produce it takes the same amount of labor to 
obtain them as to produce them ; therefore deer 
and beaver also exchange proportionate to the 
cost of labor to obtain them. 

If deer-hunters could obtain a weapon (stock 
or capital) that would enable them with equal 
labor to kill four deer by the payment of one 
deer out of every four that they killed for its 
use, then the same labor that killed or produced 
four deer would obtain only three. Equal labor 
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may now obtain three deer or one beaver ; there- 
fore three deer would exchange for one beaver, 
otherwise a hunter could obtain more of one 
by hunting the other. The value of deer now 
would not be proportionate to the amount of 
labor required to kill or produce the four, but 
proportionate to the cost of labor to obtain the 
three. Deer would not now exchange with 
beaver proportionate to the amount of labor it 
required to kill or produce them, but in both 
cases would exchange proportionate to the cost 
of labor to obtain them. 

The value of deer now reduced to the cost of 
labor to obtain them under these more favor- 
able circumstances (which the accumulation of 
stock made possible), a deer-hunter must give 
three deer for one beaver, and the standard of 
labor has been improved by this reduction in 
their cost, for labor can now obtain three deer 
and one beaver for the same cost of labor that 
it required before to obtain two deer and one 
beaver; and the effect upon labor of this ac- 
cumulation of capital is precisely the same as 
though deer had become more plentiful. 
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The beaver-hunter has gained all the advan- 
tage in exchange, and both gain equally the 
advantage in consumption. Each can now 
obtain one and one half deer and one half a 
beaver at the same cost of labor that before 
obtained only one deer and one half a beaver. 

It is evident that with greater accumulation 
of capital (weapons), other conditions remaining 
equal, capital must accept a less share (interest) 
for its use, and the share that the hunter obtains 
of the total product will be increased. There- 
fore increase of proportionate capital reduces 
the cost of labor to obtain commodities. 

If now the proprietor of the hunting- fields 
should demand (rent) a share for the privilege 
of killing them, and the combined shares of the 
privilege and the weapon were two deer out of 
every four killed, then the same labor that killed 
or produced four deer would obtain only two. 
Equal labor may now obtain two deer or one 
beaver ; therefore two deer would exchange for 
one beaver, and the value of deer would be 
increased to the cost of labor to obtain them 
under these unfavorable circumstances (which 
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the appropriation of land made possible), and 
the standard of labor reduced with the greater 
cost of labor to obtain them. The effect of this 
rent upon labor and the value of deer is pre- 
cisely the same as though deer had become less 
plentiful. 

It is evident that increased demand for the 
same privilege, other conditions remaining equal, 
will increase the share of privilege (or rent), and 
the share that the hunter obtains of the total 
product will be diminished. Therefore increase 
of proportionate rent increases the cost of labor 
to obtain commodities. 

It should be noticed that beaver and deer 
hunters at first exchanged equal amounts of 
their labor with their game, and under each 
new condition exchanged different proportion- 
ate amounts, but in every case amounts pro- 
portionate to the share that labor obtained of 
beaver and deer under the circumstances. 

Nor can the universality of this law be af- 
fected by uniting labor with stock. Suppose 
(in the first example introducing stock) that 
some necessary labor or service was rendered 
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by the owner in the management and care of 
the weapons, and to keep up the stock. It is 
evident that his labor must be included in both 
the amount required to kill and cost of labor 
to obtain deer, and that the wages of this labor 
was included in the deer that was paid to him 
by the hunter apparently for the use only of 
the weapon. Assuming that his labor or ser- 
vice was equal to one sixth of the labor of the 
hunter, then only one half of the deer he re- 
ceived was for the use of the weapon (or stock), 
one half was the wages of labor, and the ratio 
now between the whole cost of labor in obtain- 
ing deer and the whole amount of deer (or 
wages) that labor obtained would be one and 
one sixth labor to three and one half deer, or 
one* labor to three deer, precisely as before. 

It is evident that if any labor or service was 
united with the rent or privilege to take deer 
the value of deer would still be proportionate 
to the cost of labor to obtain them. 

(The exchangeable value of the share of each 
of all the component parts that go to make up the 
price or value of deer is in every case also pro- 
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portionate to the cost of labor to obtain labor's 
part and varies without change in the amount of 
labor required to produce all these parts.) 

Adam Smith considered labor subject to the 
same laws of supply and demand as a commod- 
ity, and that the demand for labor must neces- 
sarily depend upon and be limited by the amount 
of '* surplus revenue " derived chiefly from stock 
and rent to employ it. 

" The demand for those who live by wages, 
it is evident, cannot increase but in proportion 
to the increase of the funds which are destined 
for the payment of wages.** 

Labor was employed before the accumula- 
tion of stock and appropriation of land, or any 
revenue (in the sense of the quotation) derived 
from the use of either, and the products of that 
labor were the wages of it, and the products and 
service oj labor can never equal the demand for 
them. 

The products and wages of labor are, in great 
part, the same commodities, and that part of 
either that is not immediately consumed be- 
comes stock, and now labor will as willingly 
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exchange its labor for accumulated wages as 
for the wages of production. 

" When the landlord, annuitant, or moneyed 
man has a greater revenue than sufficient to 
maintain his own family, he employs either the 
whole or a part of the surplus in maintaining 
one or more menial servants. Increase this sur- 
plus and he will naturally increase the number 
of those servants." 

This is equivalent to the employment of labor 
with accumulated wages and in the consump- 
tion of stock, and this employment of labor is 
limited to the amount of that accumulation, but 
the employment of labor in production is only 
limited by the means of subsistence. 

The variation in the accumulation of stock 
varies the amount of labor that can be employed 
in consumption only. 

It is the redistribution of labor made neces- 
sary by the limitation of its employment in con- 
sumption, or the variation in the proportionate 
demand and supply of the particular products 
and services of labor, that seems to be a variation 
in the demand and supply of labor itself. 
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It is partly due to the error that the employ- 
ment of labor is limited that the introduction of 
labor-saving appliances is frequently opposed, 
and that the labor in some countries will submit 
to the support of great armies of unproductive 
labor. 

Many have considered the employment of 
labor in consumption to be of great advantage 
to labor, and equal to that of its employment 
in production ; but although the immediate ad- 
vantage to the individual laborer may be the 
same in both cases, the effect upon labor of 
these two employments of it is very different. 

" The landlord, annuitant, or moneyed man " 
that does not employ labor with his surplus 
stock in consumption iliust employ the same 
amount of labor with this stock in production 
in order to derive any advantage or profit from 
it, and this will result in a further accumulation 
of stock and reduce the price that labor must 
pay for its use and increase the wages of labor. 

It is clear that stock not only increases the 
products of labor, but the greater proportionate 
accumulation of it increases labor's share of the 
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increased product. The accumulation of stock 
represents at least the denial of the gratification 
of its immediate consumption. 

Variations in rent depend upon quite different 
circumstances. The advantages of production 
for which rent is paid are limited, and the value 
of the privilege to use them depends upon the 
demand for that privilege, and this demand de- 
pends not only upon the proportionate popula- 
tion of a community, but upon the opportunity 
they afford for profitable exchange elsewhere. 

The exchangeable value of a commodity in 
which rent for the privilege of obtaining from 
the land is an important factor is equal to the 
cost of labor to obtain this commodity under 
the most unfavorable conditions of production 
or exchange under which any of it is of neces- 
sity obtained ; and labor derives no advantage 
from the more favorable conditions of produc- 
tion, exclusive of rent, under which all the bal- 
ance of it is obtained, because all the advan- 
tage of the otherwise more favorable conditions 
of production becomes a share of rent ; so that 
if increasing demand for a commodity, either 
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for home consumption or for the profit of ex- 
change elsewhere, forces labor to obtain the 
additional quantity demanded under still less 
favorable conditions, then labor must pay a 
greater rent (equal to the difference in the cost 
of labor to obtain it under these least favorable 
conditions) on the whole amount which it pre- 
viously obtained (without the other conditions 
of production of this amount having been 
changed at all, which would be a greater rent 
for the same privilege), and the share of rent of 
that same product of that same labor would be 
increased and the share of labor diminished. It 
is clear that every increase in the proportionate 
demand for the products of the soil must in- 
crease the value of privilege or rent, and dimin- 
ish* labor's share of its total products without 
increasing them. 

It is evident that reversing the conditions of 
production or exchange, so that the least favor- 
able conditions under which labor must obtain 
a part become more favorable, will reverse the 
proportionate share that rent and labor obtain 
of this commodity. 



Digitized by 



Google 



The Cost of Labor to Obtain, 145 

Of two contrasting countries, one producing 
and selling a commodity of advantage, and the 
other producing and purchasing the same com- 
modity, the maintaining the value of this com- 
modity in one, for the profit of exchange, operates 
also to maintain labor's share of the advantage, 
and is protection of labor. But in the other 
community the attempt to maintain the value 
of this same commodity, which there would be 
one of disadvantage, would reduce its profit of 
exchange and also diminish labor's share of that 
amount of this commodity that it produced at 
home by forcing it to obtain that amount at a 
further disadvantage of increased rent for the 
same privilege, and would be protection of capi- 
talization. 

With unlimited competition for the profit of an 
advantage that is capable of capitalization, labor 
must continue to obtain the commodity under less 
and less favorable conditions of production, and 
increasing its production must reduce the value 
of it until the whole advantage has been equal- 
ized with the rent and labor of other communi- 
ties. When the labor or competition in a com- 
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munity is insufficient to accomplish this, the 
profit of exchange must continue to attract the 
labor of other less favored communities until it 
becomes great enough to do so. 

Although increasing rent for the privilege of 
obtaining from the soil generally represents less 
favorable conditions of production under which 
labor must obtain commodities, increasing rent 
for the privilege of occupation and use of it for 
the manufacture and exchange of commodities 
generally represents otherwise more favorable 
conditions of production or distribution. 

A great part of the value of the land in 
centers of manufacturing, transportation, and 
exchange represents the capitalization of an 
advantage of production — one that can only 
be secured by centralization — and this advan- 
tage of production may increase with increas- 
ing population and rent; but as variations in 
proportionate rent for these privileges would not 
be materially affected by any particular policy 
of exchange, they need not be considered here. 

To quote Mr. Lunt : " But tell the same man 
some economic commonplace — that the millions 
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of dollars paid every year in rent has no effect 
on the price of bread — and this time, too, he 
will listen in wide-mouthed astonishment." 

It is not alone " the average untaught man " 
who has been or is likely to be embarrassed by 
this economic paradox. Many even of those 
best acquainted with the technical meaning of 
rent have been confused by it. 

To quote Mr. Mill : " Rent, therefore, unless 
artificially increased by restrictive lawSy is no 
burden on the consumer: it does not raise the 
price of corn, and is no otherwise a detriment 
to the public than inasmuch as if the state had 
retained it, or imposed an equivalent in the 
shape of a land-tax, it would then have been a 
fund applicable to general instead of private 
advantage.'* 

Thus Mr. Mill employs rent in both its ordi- 
nary and technical meanings in the same sen- 
tence. It can only be in its ordinary meaning 
that some rent is a burden on the consumer 
and some other is not, for rent in its technical 
meaning is no burden at all. Rent technically, 
and according to Mr. Mill, may increase with 
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increasing price of com without limit under 
natural causes and not be a burden on the con- 
sumer, because " it does not raise the price of 
corn.*' Still it becomes a burden, according to 
Mr. Mill, upon the consumer when it increases 
with a rise in the price of corn that is caused 
by a restrictive measure. Rent is not a burden 
in the one case because it does not raise the price 
of corn, and is a burden in another when it does 
not raise the price of corn — both of which can- 
not be true unless rent is employed with differ- 
ent meanings. 

Apparently because rent is not a burden in 
its technical meaning Mr. Mill will not concede 
that it is a burden in its ordinary meaning ex- 
cept when it is induced by some particular con- 
ditions that he does not approve of. 

It is true that rent is not a cost of production, 
nor does it affect the price of bread. It is itself 
the effect of one of the conditions that determine 
the cost of labor to obtain bread. Nevertheless 
diminishing the share of labor and increasing 
the share of rent is no less a burden upon labor 
because rent is not responsible for it. 
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While this quotation is conveniently before 
us it should be noticed that Mr. Mill assumes 
— which is true — that rent may be increased 
by restrictive measures. Restrictive measures 
that operate to increase rent should be most 
carefully considered by labor. We have shown 
it to be also equally true that restrictive mea- 
sures may reduce the share of rent or prevent 
its increase, and this also must be considered in 
determining the policy of labor. 

As rent represents one of the conditions of 
production (proportionate demand for privilege) 
that determine the cost of labor to obtain bread 
and other commodities, variations in this condi- 
tion may vary rent for the same privilege, in 
which case there will be a corresponding varia- 
tion in the cost of labor to obtain bread. 

Variations in interest and variations in rent 
(using these terms to represent the conditions 
that determine them) are most important fac- 
tors in determining the cost of labor to obtain 
most of its commodities, and the cost of labor 
to obtain them all determines the wages and 
standard of labor. The difference in the pro- 
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portionate share that labor may obtain of its 
products in different communities is in some 
cases as important as the difference in the 
amount of its products in determining the com- 
parative wealth of their labor. It is the differ- 
ence in the share that labor obtains of commod- 
ities, as well as in the amount of labor required 
to produce them, that determines the advan- 
tages of production of labor in civilized commu- 
nities. It is on this account that it is possible 
for equal labor in a less populous country, with 
only equal fertility and natural advantages to 
those of some more populous one with greater 
capitalization (higher rent for the same privi- 
lege), to obtain commodities in which rent is a 
chief component part of value for less labor, 
even though it required equal labor to produce 
them, and it is this which gives to that labor 
an advantage of production in these occupa- 
tions and permits it to exchange these commod- 
ities elsewhere at a profit of labor. 

It is on this account that it is possible for la- 
bor in a country with equal skill and appliances 
to those of some other with less accumulation of 
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capital (stock) proportionate to the demand for 
its use, making interest higher, to obtain its com- 
modities, in which interest is an important com- 
ponent part of value, for a less amount of la- 
bor, even though it costs the same amount of 
labor to produce them, and it is this which 
gives to that labor an advantage of produc- 
tion in these occupations and permits it to 
exchange these commodities elsewhere at a 
profit of labor; but, owing to the facility 
with which stock may be exchanged and the 
profit of it equalized, interest is less important 
than rent in determining the comparative ad- 
vantages of production of the labor of different 
communities. The increase in rent that must 
result from the unlimited competition of labor 
for the profit of exchange of limited advantages, 
although most important to labor, is seldom con- 
sidered. When the competition or population of 
a country becomes great enough to capitalize 
all its natural advantages that country has no 
further need to limit competition in them in 
order to maintain them, and the labor of that 
community must look for advantage in com- 
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modities in which rent is a chief factor, to ex- 
change with the labor of more favored ones. 

While showing that the exchangeable value 
of commodities that labor continues in produc- 
tion to obtain is determined by the cost of 
labor to obtain the share that it receives of 
them, it was made apparent that they will 
also command the same proportionate amount 
of labor; and it may be queried what differ- 
ence there is in that, that the exchangeable value 
of commodities can be measured by the amount 
of labor they will command, and that the ex- 
changeable value of labor's products is deter- 
mined by the cost of labor to obtain them in 
production. 

But it is vital, and upon it alone labor might 
rest its claim of supremacy as a standard of ex- 
changeable value. Under the rule of measure, 
the value of commodities that labor does not 
produce at all can be measured in the value of 
labor precisely the same as its own products. 
The values of commodities are measured in the 
value of any other commodity by the amount 
of it that they can command, and as commodi- 
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ties do not vary in their own value on these 
grounds alone there could be no advantage in 
employing labor as the standard. 

Mr. Smith found other commodities useful to 
measure value, and employed corn more often 
than labor in estimating and comparing the 
values of other commodities. And as this 
great teacher in practice showed no prefer- 
ence for labor as a measure of value it is not 
surprising that Ricardo accused him of incon- 
sistency and pointed out the insufficiency of his 
rule of measure and attempted to find a more 
serviceable one — a rule of the proportionate 
labor that determined the exchangeable value 
of its products. That this attempt was unsuc- 
cessful is shown by his making " the compara- 
tive quantity of labor which is necessary to 
their production the rule which determines the 
respective quantities of goods which shall be 
given in exchange for each other." 

Mr. Mill, accepting Ricardo's rule, and upon 
the supposition "that England could produce 
ten yards of cloth with the same labor as fif- 
teen of linen, and Germany with the same labor 
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as twenty of linen/* and aware that " it is even 
possible to conceive an extreme case in which 
the whole of the advantage resulting from the 
interchange would be reaped by one party, the 
other country gaining nothing at all," attempted 
to show " what are the causes which determine 
the proportion in which the cloth of England 
and the linen of Germany will exchange for 
each other." 

Even allowing the rule of Ricardo to be ade- 
quate, it could not be expected that calculations 
upon Mr. Mill's supposition would be fruitful in 
showing the principles of exchange of an advan- 
tage in production, as the comparative amount 
of labor to produce these two commodities in 
each country only is shown. The comparative 
advantage of the two communities in them is 
not represented, and, this not being determined 
in the postulate, either community might have 
a great advantage in the production of both, or 
they might have equal advantage in cloth and 
one a greater advantage in linen, or equal ad- 
vantage in linen and one a greater advantage 
in cloth, or one an advantage in linen and the 
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other an advantage in cloth, and still ** England 
produce ten yards of cloth with the same labor 
as fifteen of linen, and Germany with the same 
labor as twenty of linen'*; consequently it is 
not surprising that a series of most exhaustive 
examples based upon these premises should re- 
sult in establishing only ** the equation of inter- 
national demand,'* which ** may be concisely 
stated as follows'*: 

"The produce of a country exchanges for 
the produce of other countries at such values 
as are required in order that the whole of her 
exports may exactly pay for the whole of her 
imports." 

But in order that '* her exports may exactly 
pay for her imports," no particular values of 
the commodities of either are required. Ex- 
ports are made to exactly balance imports by a 
variation in the quantities precisely the same as 
by a variation in the values of commodities ex- 
changed. So that after these intricate calcula- 
tions Mr. Mill is precisely where he began with 
respect to " what are the causes which deter- 
mine the proportion in which the cloth of Eng- 
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land and the linen of Germany will exchange for 
each other." 

Exchangeable value fluctuates with changes 
in the proportionate "demand and supply." 
The value of a commodity in labor might be 
very much greater or less than the cost of labor 
to obtain it in production if the quantity pro- 
duced was not regulated ; and it is because la- 
bor regulates the proportionate supply of such 
a large part of ** the necessaries, conveniences, 
and amusements of human life " to the propor- 
tionate demand for them — a power possessed 
by no other commodity — that it is preemi- 
nently the standard of exchangeable value. 

Labor in every community regulates the 
production of its various products in the pro- 
portionate quantity of each of them to make 
their value equal to the value of the labor that 
they cost labor in production to obtain the share 
it receives of them, and thus reduces them to 
and maintains them at this value. 

(This fundamental law is only modified by 
impediments to effective competition. If deer 
and beaver do not at any one time exchange 
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precisely in this proportion it must not be con- 
sidered the less operative, for with respect to 
all laws that rely upon competition to establish 
them the mean of fluctuating values must be 
taken. So that with Ricardo — completing the 
sentence a part of which only was previously 
quoted — ** we must not be supposed to deny the 
accidental and temporary deviations of the ac- 
tual or market price of commodities from this 
their primary and natural price/') 

Even if it should be denied that the cost of 
labor to obtain in production the share it re- 
ceives of them determines the exchangeable 
value of labor's products, and claimed that they 
are primarily determined by the conditions of 
production or by other causes or in other ways, 
the fact would still remain that they are main- 
tained by labor in this proportionate relation ; 
and this fact is the one of practical importance. 
This operative power of labor in all communi- 
ties makes it not only desirable to employ it as 
the standard of value in calculating the profit of 
exchange, but makes labor the value in which 
its products do exchange, and therefore neces- 
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sary to do so. It matters not what variations 
may take place in labor's conditions of produc- 
tion, it maintains the relative value of its pro- 
ducts at the cost of labor to obtain the share it 
receives of them ; and the foundation principles 
of exchange in primitive communities, under 
this rule will hold good after the accumulation 
of stock and appropriation of land, or the intro- 
duction of the shares of interest and rent. 

Although Dr. Smith pointed out the fact that 
the profits of stock and rent were independent 
of the wages of the service or labor that might 
be united with them, yet he sometimes exam- 
ined them in combination and finally included 
all the wages of that labor or service rendered 
by the employers of stock, " the plans and pro- 
jects " of whom " regulate and direct all the most 
important operations of labor,'* in the profits of 
stock, and combined in use himself these two 
elements that he had taken the greatest pains to 
separate. He states that " the revenue derived 
from stock by those persons who manage or 
employ it is called profit, that derived from it 
by those persons who do not employ it them- 
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selves is called interest for the use of money." 
Money is stock, and the payment for the use of 
stock may be called the interest of money on 
some occasions and the profit of stock on others, 
but it will make of it none the less on all occa- 
sions a payment for the use of the capital of 
stored- up labor. 

The mere use of stock is capable of gratifying 
the desires of mankind, and it is also capable of 
increasing the production of labor and means of 
doing so, so that it may be said to have a value 
in consumption (meaning now the consumption 
of its use only) and a value in production ; but 
it is proportionate to the value or quality of the 
service united with stock, and not to the stock 
itself, that the production of labor will be in- 
creased or revenue be derived from its use in 
production, so that all that part of the revenue 
derived from the employment of stock by labor 
in production, above that revenue which might 
be derived from it independently of any service 
or labor, is for the payment of wages, and when 
labor employs stock in production it is for the 
purpose of increasing the value of its service 
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and wages. If a laborer makes use of his own 
accumulated stock in production he loans to 
himself on the same terms that he would have 
to borrow from others, and uses it for the same 
reason and purpose. And this is as true of the 
banker, the merchant, the manufacturer, as of 
any other labor whatsoever. 

Interest and rent are elements apart from the 
wages of labor and service, and all three must be 
considered independently in order to understand 
the relation of each to the others — wages, inter- 
est, and rent, the three partners that divide the 
total products of labor. And this can only be 
done by uniting all labor and service and ob- 
serving the cause of variations in interest and 
variations in rent and the effect of these varia- 
tions upon the wages of that labor and service, 
and it is for this reason that we have proceeded 
upon this plan in our endeavor to establish 
under what circumstances a community and the 
labor of a community could maintain the great- 
est profit in exchange elsewhere of advantages 
of production. 
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DEDUCTIONS. 



We believe that these examples and illustra- 
tions show : That at every point of production 
the exchange value of the different commodi- 
ties produced there is determined by, and will 
be proportionate to, the cost of labor to obtain 
them in production, and values of labor will ex- 
change with them proportionate to the shares 
that equal values of labor in production receive 
of them. 

Defining an advantage of production of labor 
to be — that excess quantity of the same com- 
modity that equal labor may obtain in produc- 
tion in one community as compared with other 
communities — 

That an advantage of production of labor will 
enable the labor of a community possessing it 
to maintain a higher standard of living than it 

i6i 
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would be possible for it to maintain if condi- 
tioned otherwise the same, but lacking this ad- 
vantage. 

That this advantage under a limited compe- 
tition will be maintained by the labor of such a 
community, and that part of it above the cost 
of transportation can be sold to (in exchange 
with) another community, and the standard of 
labor raised still higher by the profit of the sale. 

That this advantage, if capable of capitaliza- 
tion, cannot be maintained by labor with in- 
creasing competition. That this advantage, if 
incapable of capitalization, or remaining uncap- 
italized, must be given away to (in exchange 
with) another community with increasing com- 
petition. 

That increasing competition increases the 
capitalization of an advantage of production 
that is capable of being capitalized. 

That capitalization of an advantage of pro- 
duction takes it from labor altogether. 

Therefore unlimited competition not only 
deprives labor that has an advantage of produc- 
tion of the profit of its sale, but, if it is capable 
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of capitalization, deprives it also of the advan- 
tage itself. 

That a nation with labor sufficient to make an 
effective competition must protect the value by- 
limiting the production of commodities in which 
its labor has advantages (that otherwise would 
not become capitalized) in order to exchange 
these commodities with the greatest profit else- 
where. 

That its labor must pursue the same policy- 
respecting all of its advantages, not only in 
order to exchange its products with greatest 
profit elsewhere, but to prevent the capitaliza- 
tion of such advantages as are capable of it, and 
thereby be deprived of these altogether. 

That in order to protect the value or to limit 
the production of commodities of greater ad- 
vantage some part of its labor must be kept 
employed in other commodities in which it has 
less advantage and that it otherwise would ex- 
change for elsewhere. 

That in order to keep labor employed in oc- 
cupations of less advantage the profits of labor 
in these occupations must be equalized to the 
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profit of labor in the occupation of greatest ad- 
vantage. 

That a nation must not limit the production 
of these commodities beyond that point at 
which they will exchange with the greatest 
profit elsewhere. Therefore it must employ as 
great a part of its labor in occupations of 
greatest advantage as is consistent with main- 
taining the full profit of them in exchange 
elsewhere. So that as much labor should be 
allowed to engage in the occupation of greatest 
percentage of advantage as is consistent with 
maintaining the value of its product at the 
point at which it will exchange with greatest 
total profit elsewhere. With a greater amount 
of labor than can be thus employed it should be 
directed into the occupation of next greatest 
advantage by equalizing the profits of the two 
occupations, and this second occupation of ad- 
vantage should be reaping the greatest total 
profit of its exchange elsewhere before the 
third is taken up, and so on down to those 
occupations of equal advantage. 

That a nation exporting a commodity in 
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which its labor has an advantage of production 
that is being maintained cannot export one of 
lesser advantage without equalizing the profits 
of labor in the two occupations. 

That an import tax cannot be made to equal- 
ize the profits of labor in commodities of differ- 
ent advantage in exportation; therefore under 
this system the profit of exchange of a lesser 
advantage cannot be obtained so long as the 
profit of some greater one is being maintained, 
and with increasing population labor must be 
induced into occupations of disadvantage and 
thereby reduce its profit of exchange in order 
to maintain the profit of exchange of the 
greater advantage. 

* That the value of a commodity cannot be 
maintained above the cost of labor to obtain it 
in production in the unfavored, or below the 
cost of labor to obtain it in production in the 
favored, community ; therefore a commodity of 
equal advantage will onlj'- be induced to ex- 
change elsewhere by the profit of some advan- 
tage of another community. 

Therefore a community that induces labor 
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into commodities below equal advantage, as 
commodities of equal advantage would other- 
wise exchange for them, will be refusing the 
profit of the advantages of other communities 
and reduce its profit of exchange. 

That a nation cannot (by inducing labor to 
shift occupations) increase and maintain the 
value of a commodity in which its labor has 
no advantage of production, and exchange it 
more profitably elsewhere, nor depress the value 
of a commodity in which the labor of another 
community has an advantage of production (un- 
less it be without effective competition for the 
profit of that advantage), and exchange for it 
more profitably elsewhere. 

Therefore the policy of a nation with no 
commodity in which its labor has an advantage 
of production (unless it be without effective 
competition for the profit of the advantage of 
some other) must be that of absolute freedom 
of exchange in order to maintain the highest 
standard of which it is capable. 

The profit of an advantage of production of 
labor cannot be maintained by the particular 
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labor engaged in it. It must be either capital- 
ized or given away in exchange and equally 
shared with other labor of the same community ; 
and unless the competition of its own labor 
for the profit of exchange is limited it cannot 
be maintained by the labor of the particular 
community possessing it. It must be either 
capitalized or given away in exchange and 
shared with other communities. 

There is a point of maintaining a commodity 
in which labor has an advantage that will briftg 
to a community the greatest total profit that 
can be obtained by the exchange of that com- 
modity elsewhere, and maintaining the value of 
it cannot increase its cost to other labor in the 
same community ; for unless other labor receives 
an equivalent its value cannot be maintained, 
for labor will not produce a commodity of less 
advantage so long as it can obtain more of it 
by producing this other ; and this it can do so 
long as this other is exchanging with greater 
profit elsewhere. 

A bounty or its equivalent is required to 
maintain labor in an occupation, not because it 
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is one of disadvantage, but because it is one of 
less advantage than some other in the same 
community. Therefore bounty does not repre- 
sent a cost to be deducted from the profit of 
exchange unless it induces from occupations of 
greater advantage more labor than it is necessary 
to do in order to maintain the greatest total 
profit of exchange of them, or is great enough 
to induce labor to enter an occupation of dis- 
advantage and reduce the profit of exchange. 
An occupation is not one of disadvantage in a 
community unless it requires more bounty to 
maintain it than the profit of labor in its greatest 
advantage. 

A bounty cannot increase the value of a 
commodity in a community above the cost of 
labor to obtain it in production there; there- 
fore it cannot increase the cost of commodities 
of lesser (and down to equal) advantage above 
the cost of labor to obtain them under the 
most favorable circumstances, except by ex- 
change; but if all the commodities of greater 
advantage are already being maintained, and 
exchanged elsewhere with the greatest total 
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profit of labor, then a community can obtain 
these commodities of lesser and equal advan- 
tage at the least cost of labor by producing 
them at home, and can obtain all further com- 
modities of disadvantages at least cost of labor 
by exchanging these commodities (of lesser and 
equal advantage) for them. 

A community with a balance of advantages 
of production may by profitable exchange with 
other communities obtain its total of commodi- 
ties for a less amount of labor than it would 
take, under the most favorable conditions of 
production respecting each, to obtain them. 

The necessity of a restrictive policy to the la- 
bor of a nation, and the advantage to be gained 
by it, are proportionate to the degree of its ad- 
vantages of production. 

Unlimited competition or free exchange 
equalizes the advantages of production of the 
labor of different communities, partly by the 
giving them away in exchange and partly by 
the increase in some and decrease in others of 
capitalization. 

Therefore the labor of that nation has the 
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most to gain by an unrestricted policy that has 
no advantage of production, and the labor of 
that nation has the most to lose by that policy 
that has the greatest advantages of production. 

That community that does not maintain the 
value of commodities in which its labor has ad- 
vantages of production, when exchanging with 
other countries that do, must give away its own 
and pay for theirs. 

A community requires to consider its advan- 
tages of production only, and to protect these 
advantages against the unlimited competition 
of its own labor for the profit of exchange, 
in order to exchange with the greatest profit 
elsewhere. 

That cheap labor is not an advantage of pro- 
duction of a community and represents the un- 
favorable conditions of production or exchange 
under which that labor must obtain commodities. 

That with the labor of one occupation in a 
community being able to exchange its products 
with profit elsewhere, labor cannot be maintained 
in another occupation that must exchange its 
products with less profit without being paid an 
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equivalent to the difference in the profits of the 
two occupations. 

That with labor free to shift occupations, 
higher wages in one occupation than another 
for the same quality of labor cannot be main- 
tained under any system ; therefore any system 
that a nation may adopt that leaves labor free 
to choose its occupation cannot be of any per- 
manent advantage to some as compared with 
other labor of that community. 

Therefore a national policy of exchange that 
will bring to the labor of a country the greatest 
total profit will give to all labor of that country 
the greatest individual profit, and will maintain 
the highest standard of labor of which that 
country is capable. 

As the profits of labor when free to shift 
occupations will be equalized by competition 
under any policy, the only advantage to labor 
of an artificial distribution is to maintain the 
profit of an advantage in exchange elsewhere. 

As the loss by that distribution of labor which 
does not maintain the greatest profit of ex- 
change must be borne by the community, taxa- 
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tion to obtain revenue should not be great 
enough upon a commodity of disadvantage to 
induce labor to produce it and reduce the profit 
of exchange. 

Taxation should be employed to distribute 
labor in a way to maintain the greatest profit 
of exchange, and taxation for additional reve- 
nue must not furnish other incidental protec- 
tion that would change that distribution and 
consequently reduce the profit of exchange. 

No tax should be laid that will afford pro- 
tection that ought not to be given if no revenue 
was needed. Incidental protection in itself is 
economically indefensible. 

Taxes upon imports that increase the value 
of commodities of less advantage above the pro- 
portionate cost of labor to obtain them in pro- 
duction compared with commodities of greater 
advantage that are being exported, cannot in- 
crease the cost of labor to obtain the commodi- 
ties of greater advantage, but will increase the 
exchange value of them if the value of those of 
less advantage is maintained. Thus their ex- 
change value may be increased without increas- 
ing the cost of labor to obtain them, and if they 
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continue to exchange elsewhere it must be upon 
the basis of their artificially increased exchange 
value in this community. 

Artificial wages cannot increase the cost in 
labor of commodities of advantage in a com- 
munity, but they operate as real wages in ex- 
change elsewhere. 

By the use of these simple communities, free 
from the complexity of a more developed soci- 
ety, and yet containing every essential element 
that relates to the exchange of an advantage of 
production, one is enabled to see the effect of 
every exchange in both communities at the 
same time. Under these simple conditions 
fallacy is less likely to creep in, and can be the 
more readily detected. 

In examining one phase of this elusive subject 
at a time, some point is likely to remain hidden 
from view, and we hope that the complete ex- 
posure of our defenseless islands will help to 
forge the missing links, and to bind the frag- 
mentary parts of the chain that the economists 
have welded, into a serviceable cable to which 
any ship of state may trust for anchorage. 
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OPINION. 



We will now lay aside the burdensome, dan- 
gerous weapon of demonstration, and take up 
the more wieldy foil of opinion. The realm of 
opinion is a paradise for all. Opinion inflicts 
no mortal wounds. The data upon which it 
is based are of small matter. Confusion to the 
adversary is all- important. One may be brought 
to his knees by the sharp thrust of opinion, but 
other opinion rushes to the rescue, and again 
he is ready for the combat. Who does not en- 
joy the flourish of opinion ? It is more volatile 
than air, and can maintain itself 'twixt heaven 
and earth unsupported by either. 

Volumes have been written to show the loss 

to a community by its attempting to artificially 

cause the production of commodities in which 

its labor had disadvantages, and broad conclu- 
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sions drawn that any interference with the natu- 
ral production of commodities must reduce the 
standard of a community that adopted that pol- 
icy, without considering whether there might 
not be some advantage in limiting the produc- 
tion of commodities in which its labor had ad- 
vantages of production. Bastiat gives example 
upon example of the former class to illustrate 
the absurdity of refusing the gratuities that 
other countries are giving away, and does not 
even consider the equal folly of giving away 
gratuities that might be sold. 

These authors almost invariably assume that 
the value of commodities will not be changed 
by any variation in the production of them in the 
community being examined, as though values 
were fixed and determined by the competition 
of other communities independently of this one ; 
for they calculate the profit of exchange of a 
greater quantity of a commodity upon the basis 
of its value before the increased quantity is 
offered. Upon this assumption, for example, 
an increased or diminished production of cot- 
ton in this country would not affect its value or 
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the profit of its exchange, and its value would 
be fixed and determined by the competition of 
other communities — a total competition less 
than our own. 

When a community exchanges an increased 
quantity of a commodity, its value, and therefore 
the percentage of the profit of its exchange, will 
be reduced. When the quantity is reduced the 
percentage will be increased. But the varia- 
tion in the percentage of profit will not under 
different circumstances be accompanied by a 
corresponding variation in the total profit of its 
exchange. The percentage of profit may be 
increased and at the same time the total profit 
decreased, or reversely. A community may 
exchange a small quantity of a commodity of 
great advantage at a large percentage of profit, 
yet its total profit will be very small. It may in- 
crease the exchange of this commodity, dimin- 
ishing the percentage of profit and increasing 
the total profit until a maximum total profit is 
reached. It may continue to increase the ex- 
change of this commodity, still reducing its per- 
centage of profit and beginning to reduce its 
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total profit until the commodity is exchanged 
without any profit. There is a quantity which, 
under certain circumstances, if it be either in- 
creased or diminished, will reduce the total 
profit, and this is the point at which the pro- 
duction of commodities under these circum- 
stances must be maintained. It is the total 
profit of exchange of commodities that must be 
considered and must determine the policy of a 
community respecting them. This fact — a 
most important one — has been commonly, if 
not altogether, overlooked. 

It is most astonishing that economic writers 
commonly leave out of account the reduction 
in the profit of exchange that must result from 
unlimited competition in advantages of produc- 
tion, and the effect that keeping labor employed 
in other occupations has in limiting the produc- 
tion and maintaining the price of these com- 
modities that are being sold elsewhere. 

Quoting from the Hon. David A. Wells's 
'* Practical Economics *' : 

" And if to-morrow our tariff was swept out 
of existence, this natural advant^e would not 
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be diminished to the extent of a fraction o£ an 
iota. Consider the American agriculturist. He 
pays higher wages than his foreign competitor. 
The tariff cannot help him, but, by increasing 
the cost of all his instrumentalities of produc- 
tion, greatly injures him. With a surplus pro- 
duct in excess of any home demand to be dis- 
posed of, 710 amount of other domestic industry 
can determine his prices. How, then, can he 
undersell all the other nations, and at the same 
time greatly prosper individually ? Simply be- 
cause of his natural advantages of sun, soil, and 
climate, aided by cheap transportation and the 
use of ingenious machinery, which, combined, 
give him a greater product in return for his 
labor than can be obtained by the laborers in 
similar competitive industries in any other coun- 
try. What has he to ask of government other 
than it will interfere with him to the least possi- 
ble extent?*' 

We should not be satisfied with observing 
that the tariff operates in one way to diminish 
the wages of farm labor until we have examined 
farther to see if it may not in other ways oper- 
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ate to increase the wages of that labor, and, if 
so, balange the two before we can determine the 
real effect upon the American farm laborer of 
sweeping the tariff out of existence. His wages 
now must be the same as those of other labor of 
the same quality engagefd in other occupations. 
If it were not so he could obtain more of the 
commodities he is producing by working in 
these other occupations and exchanging for 
them. The value of his products in ex- 
change elsewhere not being in the same propor- 
tion to his cost of labor to obtain them (his com- 
petition being limited) as to the cost of labor 
to obtain where the " sun, soil, and climate ** 
are less favorable and more rent demanded for 
their use, he is compelled to pay a bounty of 
" sun, soil, and climate *' to all other laborers in 
the same community. The tariff compels him 
to pay it to those laborers engaged in com- 
modities that might be obtained elsewhere — 
laborers that are limiting his competition by that 
employment — that they too may share these 
advantages which otherwise they must purchase 
upon the same terms that the labor of less fa- 
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vored communities must do. Remove the tariff 
and he no longer need pay that bounty to the 
laborers producing those commodities that he 
can now exchange for elsewhere, nor share with 
them the profit of these natural advantages; 
and his wages will thereby be increased and 
the wages of this other labor reduced. 

We now have in the same community differ- 
ent occupations for labor with very unequal 
wages. Where now will this labor, in occupa- 
tions of less profit, seek employment, except in 
his, the most profitable one in the community, 
and how can it enter that occupation with- 
out increasing the demand for land, which must 
be followed by increased rent of the very land 
he is employed upon, and reduce his share of 
the product of that land, even if the quantity of 
his commodity now produced by this added 
labor, and all of which must be exchanged else- 
where (for commodities that before were pro- 
duced at home), would not reduce the price of 
it? But is it possible to carry this increased 
quantity of a commodity, in which rent is a 
component part of value, into the same markets 
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without reducing the value of it ? * If so, the 
law of supply and demand must again be tested. 
The increasing supply of food in those markets 
will reduce the demand for land elsewhere and 
enable labor elsewhere to obtain that part of its 
food produced at home under the more favor- 
able condition of production of less rent; and 
the exchange there between food and other 
commodities that it must be exchanged for will 
be proportionate to the reduced cost of labor to 
obtain food, and the profit of exchange of his 
commodity and labor reduced. 

* It might appear that the price of commodities of agricul- 
ture need only be slightly reduced to induce labor elsewhere to 
shift from agriculture into these other occupations; but with 
every increase in supply of commodities of agriculture rent must 
be reduced elsewhere (except in communities of advantage, 
where it may be deducted from labor's share), and labor will 
not be allowed to abandon agriculture so long as any rent can 
be obtained, and every reduction in rent elsewhere will reduce 
labor's advantage in the more favored community. 

If an increased quantity of a commodity in which rent is 
not a component part of its value should be taken into those 
markets, it would not decrease the cost of labor to obtain the 
same commodity in production there, and the value of it would 
only be reduced sufficiently to induce labor to shift occupations, 
until a greater quantity was taken than it consumed, except in 
a community having no other commodity, that was not of less 
advantage, that its labor could shift into. 
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Assuming that these commodities of agricul- 
ture were not being maintained above the point 
-of real advantage, that is, above that price at 
which they would exchange with the greatest 
total profit elsewhere, then the reduction in 
the profit of exchange of that part previously 
sold elsewhere will be greater than the profit of 
exchange of the additional quantity. Now the 
increased share of rent in the production of the 
products of farm labor consumed at home, and 
the net reduction in the profit of exchange, 
must come out of the labor of this commu- 
nity, and this farm laborer must share in the 
general reduction of profit of all labor. The 
" sun, soil, and climate " will remain exactly as 
before, but labor will have lost a part of its 
advantage. 

It is not intended to prove by this illustration 
that our protective tariff benefits farm labor or 
all labor of this community, for it is only upon the 
assumption that these commodities of agricul- 
ture are not being maintained above the point 
of real advantage that it is shown to do so. If, 
on the contrary, they are being maintained above 
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this point the removal of the tariff would not 
reduce the profit of exchange on the present 
quantity sufficiently to equal the profit of ex- 
change of the additional quantity that would 
be exchanged under these circumstances, and 
the net increase in the total profit of exchange 
might be greater than the reduction in labor's 
share (which must take place with the produc- 
tion of the additional quantity), in which case 
the standard of farm labor and all labor in this 
community, a larger part of which must then 
engage in agriculture, would be improved by 
sweeping the tariff out of existence. 

It is the purpose only to show the important 
operative effects of the tariff upon the standard 
of farm and consequently all labor in this com- 
munity; which, by keeping labor employed in 
other occupations that otherwise must enter this 
one, maintains the value of farm products in ex- 
change elsewhere and maintains labor's share of 
these products — effects which are not consid- 
ered in the illustrations from which Mr. Wells 
draws broad conclusions, and effects which must 
be considered and accurately measured in every 
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case before it can be determined whether any 
particular restrictive measure will injure or bene- 
fit the labor of a community that adopts it. 
The effect of a restrictive measure in this way 
to maintain the profit of exchange may be 
greater or less than its effect in other ways to 
reduce it, and it is the balance of the two which 
must determine whether the measure is one of 
advantage or disadvantage to a community. 

Employing labor in occupations that it would 
not naturally engage in, even though they are 
of great disadvantage, and the profit of ex- 
change and standard of a community are there- 
by reduced (and this policy would be indefen- 
sible), still this labor is kept out of occupations 
that it otherwise would engage in and that may 
be exchanging an advantage elsewhere, and the 
profit of that advantage is greater by this lim- 
itation of competition in it than it otherwise 
would be. And any policy that limits compe- 
tition in an advantage that would not other- 
wise be maintained must be credited with the 
increased profit of that advantage before the 
balance of profit and loss of exchange re- 
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suiting from any restrictive measure can be 
determined. 

Had both of these elements been equally 
considered we should doubtless now be able to 
determine the profit or loss in exchange that 
any restrictive regulation would cause under 
different circumstances. The same restrictions 
are capable, under different conditions, of pro- 
ducing widely different results ; and exactly re- 
verse policies in contrasting countries with re- 
spect to the same commodity will in some cases 
be to their advantage. 

A reduction in the price of cotton would 
affect reversely the countries that are produc- 
ing and those that are consuming it only. An 
import tax upon wheat in Great Britain might 
increase the capitalization of its soil and reduce 
rent in other communities. 

Notwithstanding the widely contrasting ef- 
fects of different restrictive policies, and of the 
same restrictions under different circumstances, 
all restrictive measures have been considered as 
protection ; and frequently when some particu- 
lar policy of protection has been adopted or 
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abandoned with apparently beneficial results the 
evidence has been employed as an argument for 
the abandonment or adoption of some other 
protection of a wholly different character, or, if 
of the same, operating to produce very different 
results in some other community ; and the his- 
torical evidence of advantages and disadvan- 
tages of this undefined protection has filled the 
minds of men with the greatest confusion. 

We have less occasion for surprise at the par- 
tial consideration this subject has most com- 
monly received when we examine the many 
wasteful and oppressive policies that have sailed 
under the name of protection. 

If we test the restrictive corn-laws of Eng- 
land that so depressed the labor of that country 
and gave birth to the Manchester School, we 
shall find those restrictions, or that protection 
(as it has been called), to be in absolute opposi- 
tion to the principles of the protection we have 
defined and to the laws for the economical ad- 
ministration of it that our examples establish. 
For, in the first place, if the English were at- 
tempting to protect agriculture, they were try- 
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ing to protect the value of commodities in which 
the labor of that country had its greatest dis- 
advantages of production, and these commod- 
ities they were not exchanging elsewhere, and 
they were already completely protected by capi- 
talization or rent. If their object was to protect 
the value of some commodities that they were 
exchanging with profit elsewhere, by inducing 
labor to enter agriculture, then they were trying 
to induce labor to enter not only the occupation 
in which labor had the greatest disadvantages of 
production, but an occupation limited by nature 
and already completely taken up. Therefore 
the result of their policy, which has been called 
a protective one, was to maintain the demzmd 
for and value of land — a limited gratuity which 
had been already completely capitalized by an 
unlimited competition — and the policy was — 
whatever they might have intended it to be — 
that of artificially maintaining the capitalization 
of a gratuity, making it simply a policy of protec- 
tion for capitalization. This policy, our exam- 
ples have almost too plainly shown, is the most 
fatal one that can be employed for reducing the 
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standard of labor. Nor can we wonder that the 
enthusiasm that this triumph of the economists 
in overthrowing this protection of capitsilization 
engendered led them to make broader conclu- 
sions than they had established. 

The wastefulness of labor by an experimental 
policy is necessarily great, and should be con- 
sidered. If in Utopia the abundzmt leisure that 
its gratuity made possible was improperly made 
use of by many, and the standard of character 
reduced proportionately as their standard of liv- 
ing had been improved, and the government, 
after a time, should find that one half of its 
population had become idle convicts, then the 
labor that was unfortunate enough to be left 
outside of the prison gate would have to work 
seven hours a day to support themselves, and 
an equal number of hours to supply these pris- 
oners with their food and shelter. It would 
seem that this great burden would more prop- 
erly fall upon the guilty convicts, and that they 
should be made to support in idleness the more 
worthy part of the community. 

This illustration makes absurd that fear of 
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some misguided laborers that convict labor will 
reduce their standard of living, and shows that it 
is impossible to maintain as high a standard when 
convicts are idle as when they are at work. 

When a labor-saving appliance is first intro- 
duced, it causes more or less temporary hard- 
ship to the particular labor that it supplants 
until that labor can get comfortably settled in 
some other occupation; but when the sup- 
planted labor has done this, it receives with the 
rest of the community its full share of the in- 
creased product of this very machine that had 
so rudely treated it. When a community adopts 
the policy of making its convicts labor, the ef- 
fect is precisely the same as the introduction of 
a labor-saving machine. Into whatever field of 
labor these convicts enter, they must displace 
and force other labor to shift occupations. It 
may be at some loss and inconvenience at first, 
but as soon as the community has become ad- 
justed to this new relation, all share the product 
of this added convict labor; but if the commu- 
nity, as too many have done, makes its convict 
policy an experimental one, and should, for ex- 
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ample, employ this labor in the manufacture of 
brushes until all the brush labor had suffered 
the loss that shifting occupations had entailed, 
and then abandon the brush business and take up 
that of brooms, then the whole broom industry- 
must be disturbed by this useless change. Per- 
haps some of the very brush labor would now 
be found making brooms, and must again be 
forced out at great inconvenience and loss. 
Such an unsettled policy would be a menace to 
others who feared the next blow might come to 
them. This changing policy has too frequently 
been the practice in the employment of convict 
labor, and perhaps the loss to a community by 
this experimental policy may equal the gain 
that the added labor of the convict produces. 
So must the waste be in a national experimen- 
tal policy that forces the redistribution of its 
labor without adequate cause. 

The loss of wealth to this country by the 
recent enforced idleness of labor has been very 
great. This idleness was partly* due to the fear 

* Although principally due to the great reduction in the 
profit of exchange of commodities that we export and to which 
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and expectation that a redistribution of labor 
must follow the change in policy. How impor- 
tant to labor that it should be a successful one ; 
and how unfortunate it is that the uncertainty is 
so great that it must be called by its advocates 
an experimental one ; and how comfortable we 
should feel if the results promised had been a 
matter of demonstration instead of opinion ! 

Although the redistribution of labor in itself 
is attended with great loss it is not a valid rea- 
son for refusing to direct labor into occupations 
that will maintain the greatest profit in exchange 
and the highest standard of labor. 

Upon the assumption of many economic 
writers labor is made to appear as born into 
various employments and almost incapable of 
shifting occupations. And most restrictive 
regulations have been considered in the light 
of being either oppressive or of advantage to 
some particular labor, instead of being, as they 
always must be (deducting the loss to some 
particular labor in making the change), either 

the exchange value of other commodities and the wages of labor 
must be adjusted. 
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oppressive or of advantage to all labor in the 
community. A moderate policy of distribution 
of labor requires but little change of occupa- 
tion. The great stream of exhausted labor 
flowing continually out from every occupation 
and never returning to compete for employ- 
ment in others, and the incoming tide of labor 
preparing itself for the occupation that may 
seem to be the most profitable to enter, make 
possible a great change in the proportionate 
labor in different occupations without change 
from one to the other at all. 

No protective system, so far as I am aware, 
has ever been understood to be for the purpose 
of protecting the advantages of production of 
labor by limiting the competition of labor in 
them for the profit of exchange elsewhere, and 
limiting it only to that degree that will main- 
tain the value of commodities of advantage at 
that point that will yield the greatest total profit 
that it would be possible to obtain by the sale 
of these commodities to less favored countries. 
If this principle has been understood by the 
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economists or legislators they have been won- 
derfully silent about it, and yet it is this protec- 
tion alone that can be defended for the purpose of 
improving or maintaining the standard of labor. 
I think John Stuart Mill asserted that many 
industries might be incapable of establishing 
themselves in a new country that could profit- 
ably maintain themselves when once in success- 
ful operation, and approved the policy of mod- 
erate protection for a limited time in an unde- 
veloped community on the ground that it was 
desirable for a nation to have within its limits a 
great variety of production, and that it might 
well stand the expense for the advantages 
gained by this policy. It was mainly upon this 
ground that the advocates of the system in the 
early history of the United States based their 
arguments to support it. These arguments 
show that the principle of the most profitable 
exchange or sale of gratuities was not compre- 
hended ; otherwise it must have been perceived, 
as our examples have demonstrated, that labor 
cannot be maintained in two occupations in the 
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same community so long as it can obtain more 
of the products of one by working in the other ; 
so that in a favored country, as soon as protec- 
tion was withdrawn from these newly created 
industries, labor must abandon them and enter 
the gratuitous ones, and remain employed 
therein until it can obtain in production these 
commodities of less advantage at as low cost of 
labor as they can be obtained by exchange. 

Failure to perceive the real protection to the 
profit of exchange afforded by these means of 
keeping labor employed outside of these occu- 
pations of greatest advantage has led the advo- 
cates of the system to base their arguments 
upon grounds that could not be maintained, 
and has exposed the system itself to the sever- 
est criticism. 

To quote from the Hon. Henry Fawcett: 
" A well-known American economist. Professor 
Sumner, has said : * Instead of strong, indepen- 
dent industries, we have to-day only a hungry 
and clamorous crowd of "infants."' Again, 
Mr. Wells, with equal force, has remarked: 
' Although the main argument advanced in the 
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United States in support of protective duties is 
that their enactment is intended to subserve a 
temporary purpose, in order to allow infant in- 
dustries to gain a foothold and a development 
against foreign competition, there has never 
been an instance in the history of the country 
where the representatives of such industries, 
who have enjoyed protection for a long series 
of years, have been willing to submit to a reduc- 
tion of the tariff, or have voluntarily proposed 
it. But, on the contrary, their demands for 
still higher and higher duties are insatiable and 
never intermitted/ " 

It is clear that these writers have their atten- 
tion fixed only upon the means of protection, 
or they could not but perceive that inducing 
labor from occupations of greater into occupa- 
tions of less advantage increases the percen- 
tage of profit of exchange of the greater ad- 
vantages and the difference in the percentages 
of profit of these occupations, consequently 
those of less advantage would require a greater 
bounty to maintain them than before. The 
only evidence needed to determine the profit of 



Digitized by 



Google 



196 The Wealth of Labor. 

some greater advantage in exchange elsewhere 
is the amount of bounty required to maintain 
labor in an occupation of equal advantage ; so 
that these industries will remain " infzmts " so 
long as labor has greater advantages in the ex- 
change of other products of labor elsewhere, 
and will not become strong enough to main- 
tain themselves and the labor engaged in them 
until labor has lost the profit of exchange of its 
advantages of production. 

When people have attempted to defend pro- 
tection by other arguments they have too fre- 
quently employed the specious "sophisms of 
protection '' that the older countries have given 
birth to upon occasions when a particular in- 
dustry has been threatened with the invasion of 
competition, and most, if not all, of these in- 
genious arguments have been exploded by the 
economists. 

The true principle of protection — that is, the 
protection of the advantages of production of 
labor and the profit of exchange — not having 
been understood or defined, it has been left to 
the revenue policies of the more recently devel- 
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oped countries to accidentally bring about such 
distributions of labor as seem to be of advan- 
tage in some of them ; and upon these apparently 
profitable results a powerful instinct of protec- 
tion has been created that has maintained itself 
against the more powerful arguments that have 
been brought against it. 

During the late Civil War the United States, 
to obtain revenue, was obliged to place a large 
import tax upon nearly all manufactured com- 
modities, and this excessive war tariff, as it has 
since been called, at the time of its enactment 
could have found no defenders except upon the 
ground of necessity. This necessity did not 
cease with hostilities. The enormous debt that 
had been created by the war had to be paid, 
and the burdensome, oppressive tariff was al- 
lowed to continue. Contrary to expectation, 
and in defiance of economic opinion, there 
began, under this tyrannical rule, a marked im- 
provement in the standard of labor that has 
continued to the present time. 

As my subject has to do only with the wealth 
of labor, I am denied the pleasing task of relat- 



Digitized by 



Google 



198 The Wealth of Labor. 

ing the other developments of this great nation 
during this period, unparalleled in history, the 
wonder of mankind. 

Ignorance of the civil law is held to be no 
defense against its penalties. One may claim 
mercy, but even the qusility of mercy is un- 
known to natural law. One may ignorantly 
conform to it and reap its benefits, and as ig- 
norantly oppose it and meet destruction. I 
watched with great interest the outcome of a 
quarrel between two partners of a dry-goods 
establishment. They separated, mutually vow- 
ing each other's destruction. Then began rui- 
nous prices, and both rapidly became rich from 
the small profits of their tremendously increas- 
ing sales. The law of the nimble sixpence saved 
them from themselves. 

The accidental or incidental limitation of 
competition in our gratuitous commodities that 
the excessive war tariff accomplished, by multi- 
plying the opportunities of labor in other occu- 
pations at equal profit, has been an important 
factor in maintaining the profit of exchange and 
standard of labor. I should not dare say that 
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at this period we were threatened with an in- 
crease of population that would prevent the sale 
of our gratuities, and I should be more ready 
to believe that too much labor was kept from 
gratuitous occupations ; and it is certain that a 
great quantity of labor has been employed in 
wasteful ones, and the standard of labor im- 
proved less than it might otherwise have been. 
Labor, being relieved from the exhaustive bur- 
den of the war, must have been improving its 
standard anyway, and was not likely to feel or 
notice wasteful protection. Be that as it may, 
we do know that the standard of labor soon be- 
came so apparently better here than elsewhere 
that it attracted the labor of other countries. 

In the earlier period of this country's history, 
outside of the cotton belt, exempt by its slave 
system from that strict obedience to the law of 
exchange that other labor is subjected to, it does 
not appear that we profited much by the sale 
of gratuities. Our examples have demonstrated 
that in a community exchanging an advantage 
elsewhere labor cannot engage in other occupa- 
tions in which it has less advantage without a 



Digitized by 



Google 



200 The Wealth of Labor. 

bounty of some sort. Those who recollect the 
good old days will never cease to deplore the 
loss of our merchant marine. When we were 
the rivals of England in this maritime commerce 
we either were exchanging with no great profit, 
or labor had some advantage of production in 
this very occupation. To illustrate : suppose our 
islands stood in the path of commerce, a men- 
ace to navigation, and a vessel arrived in the 
race commissioned to build a lighthouse there. 
The contractor, expecting to engage labor from 
these islands, has brought the commodities that 
he knows they require to pay for their services. 
He easily engages men from Barren Island by 
paying them for eleven hours' work the same 
amount of commodities, or the same wages, that 
they have commonly to work twelve for. What 
success do you suppose he would have in mak- 
ing the same offer to Fertile Island labor ? They 
would reply, " The wages you offer are much 
less than we are now earning ; the business is 
too poor for us.'' Fortunately for our happi- 
ness, though a disappointment to pride, the 
merchant marine became too poor a business 
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for us; and let us hope that we may not be 
obliged to take it up again, or that it will be- 
come profitable to do so, except by equalizing 
the profit of labor in that occupation to that of 
its greater profit in other occupations that we 
may engage in. 

When labor enters this or any other field 
wherein it has no advantage of production and 
in which the labor of another country has the op- 
portunity of engaging, it must accept the wages 
and standard of living to which the labor of the 
other country is accustomed. Unless we had 
an advantage of production in this particular 
occupation then, or they have now, our stan- 
dard has improved relatively to theirs. 

Who among the descendants of the native 
stock with a spark of sentiment in their breasts 
can look unmoved upon the abandoned homes 
of rural New England? To one who loves to 
graze in the fields of melancholy where can 
richer pastures be found ? Yet these same de- 
serted farms would maintain to-day a higher 
standard of living than our ancestors could 
make them yield ; but richer soil, greater luxury, 
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stronger than the cords of sentiment which 
bound the youth of this region, have tempted 
them elsewhere. The abandoned marine shows 
a relatively improved standard; the deserted 
farm an absolute one. 

Although a relative and an absolute improved 
standard of labor have taken place under this re- 
strictive policy, it does not follow that they are 
due to that policy, and it would be a marvelous 
coincidence if this system, devised for another 
purpose, should by accident be capable of, and 
by accident be employed in the way of, main- 
taining the highest standard of which the cir- 
cumstance would permit. It cannot be doubted 
that this accidental limitation of production of 
gratuities has in some degree maintained their 
value and enabled us to exchange them with 
greater profit elsewhere, and has also in some 
degree maintained labor's share in those advan- , 
tages by preventing a greater proportionate cap- 
italization of them than would otherwise have 
taken place with the same increase in popula- 
tion ; but it is equally certain that these advan- 
tages have been secured by inducing labor into 



Digitized by 



Google 



opinion, 203 

less profitable occupations than it was neces- 
sary to do in order to have gained them. It has 
already been pointed out that an import tax can 
only equalize the occupations of labor in com- 
modities that are being imported, and that it is 
even more important to equalize the profits of 
labor in commodities that are being exported in 
order to maintain the greatest profit of exchange 
elsewhere. It is not to be wondered at that this 
imperfection in the system has not been noticed 
when so many of its advocates have thought it 
to be wasteful for a nation with advantages to 
exchange at all elsewhere, and so many of its 
opponents have believed it wasteful to limit at 
all exchange elsewhere ; and the error of both 
of these opinions may be accounted for when 
we consider that they are based upon a mis- 
taken (means-for-the-end) protection already 
pointed out. When widely divergent opinion 
is for a long time maintained by persons equally 
desirous of learning the truth, when at last dis- 
covered it will in most cases be found to lie 
somewhere between the extremes of that opin- 
ion. It is full time that we should understand 
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that the standard of labor with advantages of 
production depended upon both the profit of 
exchange and the limitation of it ; and that the 
limitation is desirable not because exchange is 
not profitable, but that it is necessary in order 
to maintain the greatest profit of it; and that 
the extent and means of limitation are as im- 
portant as the limitation itself, for the whole 
advantage of limitation may be canceled by 
wasteful means. A large and increasing popu- 
lation has appeared to make it necessary to 
find employment for a great amount of labor 
outside of occupations of greatest advantage. 
And as our import system could not induce it 
to enter occupations of lesser advantage to 
the extent of reaping the profit that might be 
obtained by the exchange of them elsewhere, 
it has been directed into occupations of greater 
and greater disadvantage, and it is only a ques- 
tion as to how far this shall continue before the 
loss in these occupations will cancel the profit 
of the greater ones. 

We are giving employment to labor in occu- 
pations of great disadvantage that might be 
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employed in those of great advantage without 
interfering with the profits of exchange of still 
greater ones at all. In a community that is 
maintaining the profit of some greater advan- 
tage a lesser advantage appears to be a disad- 
vantage, because the occupation cannot be taken 
up without receiving bounty ; but it must re- 
ceive this bounty, not because it is an occupa- 
tion of less advantage than the same occupation 
in some other community, but because it is of 
less advantage than some other occupation in 
the same community. An occupation is not 
one of disadvantage in a community unless it 
requires more bounty to maintain it than the 
profit of labor in its greatest advantage. 

Assuming the profit of labor in commodities 
that are being exported from this country to 
be twenty-five percent., then a duty of twenty- 
five percent, is necessary to keep labor employed 
in occupations in which it has equal advantage 
with other favored communities, and fifty per- 
cent, is necessary to employ labor in occupations 
of twenty- five percent, disadvantage. Under 
our import system no commodity in which labor 
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has less than this twenty- five percent, advan- 
tage can be exported at all. 

Suppose our great advantage in transporta- 
tion to give labor here an advantage of produc- 
tion in the manufacture of cotton cloth, but one 
somewhat less than its present advantage in 
cotton or wheat. How, except by the equali- 
zation of profits, can this country expect to reap 
the profit of exchange of its advantage in cloth 
until enough cotton and wheat have been pro- 
duced to reduce their value so that the advan- 
tage of labor in the exchange of cotton and 
wheat would be no greater than its advantage 
would be in the exchange of cloth ? 

We have many commodities in which five 
percent, bounty would induce their exportation 
at twenty percent, profit, and where ten per- 
cent, bounty would return fifteen percent, profit. 
We could employ labor in an occupation of 
equal advantage allowing twenty-five percent, 
bounty, and exchange for commodities of twenty- 
five percent, disadvantage, and save the loss of 
twenty- five percent., as compared with giving 
the fifty percent, bounty necessary to induce 
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labor to produce that commodity. All the 
profits of lesser advantages are net gain and 
need not interfere at all with the profits of 
greater ones. 

We have many great manufacturing indus- 
tries that are on the point of exportation and 
some that have already commenced, showing 
that they have great advantages; and those 
engaged in these occupations see that by a 
slight reduction in wages greatly extended 
traffic in their commodities could be made else- 
where, and some would consent to see the prof- 
its of labor in occupations of still greater ad- 
vantage reduced in order to reap the profits of 
their own in exchange elsewhere. It has not 
been understood that the wages of labor might 
be maintained and also the profits of exchange 
elsewhere of all these occupations obtained by 
the equalization of the profits of labor in the 
exchange elsewhere of all commodities of ad- 
vantage. 

We have not considered transportation be- 
cause it has nothing to do with the principles 
of the exchange of an advantage of production. 
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but it is a most important factor in determining 
the advantage itself. As we have shown, trans- 
portation must be deducted from the profit of 
an advantage in exchange, so that every reduc- 
tion in the cost of transportation must increase 
the profit of exchange and make the real ad- 
vantage greater. 

A nation with great advantages should not 
neglect any opportunity of making them still 
greater by facilitating their distribution. The 
merchant marine is one of a very few occupa- 
tions of disadvantage that a favored country 
can profitably maintain with a bounty, but it 
is by no means certain that we have not equal 
advantage in this very occupation. We have 
great advantages in the manufacture of cottons 
notwithstanding the bounty necessary to main- 
tain labor in that occupation, and we should be 
reaping the profit of exchange of this and all 
other occupations of advantage elsewhere, not 
waiting until we have given away in exchange 
the profits of some greater ones, but by equal- 
izing the profits of labor in commodities of 
lesser advantage that should be exported to 
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the greater profit of labor in other commodities 
that are already being exported. Apparently 
labor is thought by many to be the end and 
not the means of obtaining that which is de- 
sired, and they behold with envy the work that 
cheap labor of other communities can obtain, 
and would almost willingly reduce the standard 
of living if they could only have this added 
labor to perform. There is no more common 
error than that cheap labor g^ves to a commu- 
nity an advantage of production. It is because 
the labor of a community has less advantage of 
production than that of some other that the 
labor of the same quality in it is cheaper, and 
this cheap labor must take up with such oppor- 
tunities as would be spurned by the labor of 
more favored communities. But we must not 
make this mistake, and in the search for occu- 
pations for labor must not forget that it is a 
profitable employment that we are seeking, and 
must not overlook the vast field of our lesser 
gratuities. 

Nor must we conclude, because the freest 
exchange and competition in every community 
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are most advantageous to its general welfare, 
that unlimited competition in exchange else- 
where must be desirable — advantages are lost 
as well as gained by competition. The labor of 
every occupation is benefited by the competi- 
tion of labor in every other occupation, but must 
lose its advantage by competition in its own. 
Competition reduces the advantages of differ- 
ent occupations to a common level, and forces 
labor to exchange on the basis of proportionate 
value of service rendered rather than upon ad- 
vantages in production that are not due to that 
service, and thus contributes to the general 
welfare. It distributes the advantages of pro- 
duction of a community throughout the whole 
community; but its power does not end here, 
for it will operate just as effectively to distribute 
them elsewhere, and yet it has no power to 
reach the advantages of other communities ex- 
cept by operating in them and with their con- 
sent. So that a nation is not helped in the 
least to obtain the advantages of other com- 
munities (without some concession on their 
part) by giving up its own to unlimited compe- 
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tition. This power of competition to force the 
distribution of advantages of production is pre- 
cisely why for the general welfare of a com- 
munity it should be unlimited in it, and yet 
limited to it. 

The advantages of some communities are so 
limited that they will be maintained without 
limiting competition in them. The population 
of others is so small that competition need not 
be limited to maintain the point of real advan- 
tage. In still others the very conditions of 
production that give to them advantages in 
some commodities are unfavorable to the pro- 
duction of most others, and the profit of ex- 
change that they might gain by limiting the 
production of commodities of advantage would 
be lost in the increased production of those of 
disadvantage. But the United States is most 
fortunately situated to maintain the profit of ex- 
change of its advantages. The extent and vari- 
ety of its resources are so great that labor need 
never be induced into occupations of disadvan- 
tage in order to maintain the profit of its advan- 
tages. 
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The earliest settlers of this country did not 
come here to improve their standard of living 
or to sell gratuities. They fled to escape per- 
secution, and perhaps to practise it. New Eng- 
land offered but few advantages of production 
to the laboring man, and the cost of transporta- 
tion from other more fruitful regions reduced the 
chance of very profitable sale of gratuities. The 
multiplied occupations for labor that this high 
tariff made possible, combined with the monop- 
oly that the government promised the inventor, 
stimulated the production of labor-saving appli- 
ances, and was followed by a reduction in the 
cost of transportation which still further in- 
creased the chance and profit of sale. It re- 
quired a great amount of labor to make our 
gratuities available — to uncover them, as it 
were — and a still greater amount to equip a 
national plant for most economical production 
and distribution of them. 

But there is a point of real advantage in popu- 
lation as well as in the profit of exchange. An 
increase in population up to that point will be ac- 
companied with a greater proportionate increase 
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in the advantages of production of labor and 
the profit of exchange elsewhere. Beyond that 
point the proportionate increase in advantage 
will not be maintained and the standard of 
labor must be proportionately reduced. That 
this must be true will be readily admitted by 
every one who stops to consider the absurdity 
of either alternative. 

One developing a new and successful busi- 
ness may take on a partner, and his share of 
the divided profits may amount to more than 
the whole profit before, and others may be 
added to the partnership with equal success. 
But suppose the original one in the enterprise, 
after having secured all assistance that this 
now fully extended business required, should 
attribute all profit and success in business to 
the multiplication of partners. Who cannot 
see that this is the dangerous mistake that the 
labor of this country is most likely to make? 
I will not say that the point of real advantage 
in population has been reached, but if not al- 
ready here, it is fast approaching, and the time 
to consider danger is before one is overwhelmed 
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by it. The economists have shown that with 
unlimited competition eventually the same qual- 
ity of labor in different countries must accept 
the same general profit or wages, and our ex- 
amples only confirm the truth of these assertions. 

In earlier times the operation and effect of 
this powerful law were retarded and defeated by 
many circumstances — difficult and expensive 
transportation, national prejudice, uncertain in- 
formation, and a hundred other impediments 
which in modem times are fast being removed, 
and now this law can accomplish its ends in the 
more civilized communities with comparative 
rapidity. 

Having provided the labor of Fertile Island 
with an effective policy whereby it might ab- 
sorb with a small cost of labor the one hundred 
additional laborers which the dark cloud of 
competition unloaded upon it, and might con- 
tinue the profit of exchange and prevent the, 
capitalization of their gratuities, we left them 
helpless against the swarms that are sure to fol- 
low when their high standard of living is made 
known elsewhere. It is plain to see that more 
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labor can be provided for in exactly the same 
way, but with every additional laborer the 
profit of exchange must be divided with a greater 
number and the standard of living is slightly re- 
duced. Every new arrival becomes a partner 
in the consumption, a competitor in the sale, 
and a promoter of the capitalization of their 
gratuities; so we see the black, threatening 
cloud still hovering over them, loaded with the 
competition that will eventually destroy the 
value of the policy so carefully planned and 
adopted. A restricted policy of exchange is 
only a temporary or partial solution for these 
favored countries, and to this must be added a 
policy of restricted immigration to make it a 
permanent or final one. 

Why should not immigration be restricted? 
If you answer that a nation has no right to ap- 
propriate its gratuity, and with Bastiat hold that 
this cheapness belongs to the world, you will 
have made an admission that perhaps will sur- 
prise you. 

Our examples have shown that when a gra- 
tuity became complietely capitalized it was not 
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only impossible for the world to share that gra- 
tuity, but some individuals in the same com- 
munity could not do so. To hold that some 
part of these advantages cannot properly be 
maintained and withheld from the rest of man- 
kind by a nation possessing them, and that they 
may be owned and withheld from all mankind 
by individuals of that nation, is untenable. 

At the outset we did not desire or expect to 
be oppressed by this ogre, capitalization. It 
crept stealthily into our illustrations, and as 
soon as it attracted notice boldly declared itself 
to be an enemy of labor. Its ugly appearance 
does not disqualify it from making a defense 
for its life, and it may be in possession of one 
as invulnerable as that of the capital of stored- 
up labor. But since the better it can sup- 
port its claims to existence the more certainly 
will labor have to take the consequences of its 
increase, and as no one can properly demand 
that an increase should take place on account 
of labor or service already rendered (it being 
independent of both), why, then, may it not 
justly be arrested by limiting immigration be-- 
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fore the pressure of competition bears as hea- 
vily upon the labor of this country as it does in 
most others, and perhaps forces the issue here 
that is suggested by the comparison of the op- 
posite effects of the proportionate increase of 
these two different kinds of capital upon labor, 
the one that operates to reduce its standard and 
the other to improve it? Since, then, we see 
that by the limitation of exchange and the re- 
striction of immigration, before we spread oyer 
the whole field of our gratuities, we can attain 
and maintain such a high standard, why should 
we not avail ourselves of the opportunity ? We 
are now put in the attitude of declaring to the 
world that we will not divide with those abroad, 
but will gladly share with them at home. If we 
decide to give away our gratuities, why do it in 
such a niggardly fashion and put others to all 
the unnecessary expense of moving for it ? 

On the other hand, if we refuse to give our 
gratuities abroad, why should we not receive 
pay for them at home? If we have all the 
partners that we can admit without a reduction 
to our present profit, and others desire to enter 
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this more lucrative trade, why should they not 
buy an interest in the business? If the nation 
has a right to protect these gratuities, why 
should it not capitalize them so far as outsiders 
are concerned ? This would in a measure com- 
pensate for the excessive capitalization of them 
which must follow increased population to the 
great disadvantage of all labor here, and it seems 
to be an equitable solution of the matter. We 
have only to decide the value of the privilege 
to become a citizen of this favored country, and 
fix a price upon it. Such a policy would cer- 
tainly prevent the unloading of pauperism upon 
us. We should most likely obtain partners only 
who would be of some value to the enterprise. 
Citizenship would become of greater worth. 
It would give to patriotism a new birth. Who 
can now look into the future with any great 
hope or pride of expectation? Our country 
has been called the asylum of the world ; but 
let us not, on this account, make of it an alms- 
house where pauperism can flock and breed 
and multiply, not only burdening a nation with 
their support, but disgracing it with their off- 
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spring. Rather make it the asylum, as it was 
the cradle, of liberty, of hope, of freedom, of 
independence, and with labor still selling its 
gratuities. 

We may delight to be borne upon the wings 
of enthusiasm with the " silver-tongued orator," 
as he takes his flight to the very summit of that 
lofty destiny that this nation will achieve, pic- 
turing every State an empire teeming with its 
countless millions ; but we cannot maintain our- 
selves in this cloud of glory, and soon must 
drop into the abyss of poverty and misery that 
always attends great pressure of population. 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



4 



• V ■ « * 



igitized by 



Google 



Econ «27.1 

The wMtth of Lvbor. 

widwwr Ubr«i 




I 




